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MONDAY, JUNE 2, 1958 


Unitrep States SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 
The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) presiding. 


Present: Senators Ellender, Humphrey, Proxmire, Young, and 
Hickenlooper. 

The CuatrMAn. The committee will please come to order. 

The committee is meeting this morning to consider the so-called 
self-help dairy bills, of which one is S. 3125, and other bills on the sub- 
ject that may be before the committee. 

(S. 3125 and departmental reports are as follows:) 


[S. 3125, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in interstate and 
foreign commerce and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be om as the “Dairy 
Stabilization Act of 1958’’. 


LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s 
total supply of food for domestic consumption and for export. They are marketed 
on nationwide markets, and substantial quantities thereof, in both raw and 
processed form, move in interstate and foreign commerce. Recurring seasonal and 
periodic surpluses and shortages, impaired purchasing power and financial in- 
stability of milk producers, unnecessarily high prices to consumers for essential 
foods, disorderly marketing practices, economic strife, and congestion in storage, 
transportation, processing, and other handling facilities adversely affect farm 
credit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
burden interstate and foreign commerce. The production and marketing of milk 
and dairy products is affected with a public interest, directly affects the welfare and 
security of the Nation, and is attended with substantial and far reaching con- 
sequences to interstate and foreign commerce. All marketing of milk and dairy 
products is either in the current of interstate or foreign commerce or directly 
affects such commerce. That part which enters directly into the current of 
interstate or foreign commerce cannot be effectively regulated without regulating 
also that part which is marketed within the State of production. The intrastate 
production and marketing of milk and dairy products is in competition with the 
production and marketing of milk and dairy products for interstate and foreign 
commerce. 


DECLARATION OF POLICY 


Spe. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed in 
interstate or foreign commerce, or so as to affect such commerce; (d) to protect the 
security and welfare of the Nation by maintaining adequate domestic production 
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and supplies of milk and dairy products and by keeping the national agricultural 
resources permanently productive and reasonably adjusted to current demand; 
(e) to stabilize the prices of milk and dairy products at levels which will assure 
adequate supplies of milk and dairy products and provide a fair return to the 
producers of milk and butterfat commensurate with the cost of production, taking 
into consideration the investment and risk involved, and the labor of the pro- 
ducer and his family; (f) to protect the interest of consumers by maintaining a 
stabilized, and continuous, and adequate supply of milk and dairy products at 
fair prices; and (g) to provide a self-financing system of price stabilization and 
production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms ‘“‘interstate commerce” and “foreign commerce’’ include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, or 
within any such Territory or possession. 

(b) The term ‘‘affect interstate or foreign commerce’ means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign com- 
merce, the free and orderly flow thereof, or the production, storing, processing, 
marketing, or transportation of milk and dairy products for or in such commerce 
or after transportation therein. 

(ec) “United States’? means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term ‘States’ includes any 
State, the District of Columbia, and any Territory or possession which the Board 
includes within the term ‘United States.’’ The provisions of this Act shall apply 
to the United States as herein defined, except that the powers and authority of 
the Board may be exercised in other areas and in foreign countries in connection 
with the sale or other disposal of milk, butterfat, and dairy products. 

(d) “Secretary’’ means the Secretary of Agriculture, ‘‘Department’’ means the 
United States Department of Agriculture, ‘‘Board’’ means the Federal Dairy 
Stabilization Board, and ‘‘Advisory Committee’’ means the Federal Dairy 
Advisory Committee. 

(e) ‘Person’? means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms ‘“‘milk’’, “‘butterfat’’, and ‘‘dairy products’? mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part thereof, as 
as may be designated by the Board. 

(g) ‘‘Marketing year’ means the twelve-month period beginning April 1 of each 
year. 

(h) “Estimated supply’ for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated production 
for market in the United States during such marketing year, less the estimated 
surplus to be acquired by or charged to the Commodity Credit Corporation 
during such marketing year as a result of diverted acres; plus (3) estimated 
imports into the United States during such marketing vear, less the estimated 
surplus to be acquired by or charged to the Commodity Credit Corporation 
during such marketing year as a result of imports. Estimates for marketing 
years may be based on statistics or estimates for calendar years, or, in the dis- 
cretion of the Board, calendar year estimates may be used in place of marketing 
year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it, under this Act before the beginning of the market- 
ing year for which “carryover” is to be estimated. 

(j) “Estimated demand”’ for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) estimated 
exports during such marketing year; plus (3) an allowance for carryover. In 
determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 
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(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy prod- 
ucts. The Board shall take into consideration any abnormal conditions present 
or likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) ‘‘Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of the 
Board, or to vote for nominees for appointment to the Board must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board consisting 
of fifteen members to be appointed by the President after receiving nominations 
from milk producers as hereinafter provided. Only persons who are milk pro- 
ducers, or who are officers of dairy cooperative associations which meet the require- 
ments of the Capper-Volstead Act (7 U. 8. C. 291-292), or who are officers of 
federations or marketing agencies in common owned and controlled by such 
cooperatives, shall be eligible to serve on the Board. Not less than eleven of the 
fifteen members of the Board shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affeet the authority of the Board to act. 

Sec. 6. In order to secure appropriate regional representation n the Board, the 
United States shall be divided into fifteen Federal dairy districts to be designated 
by the Secretary. In designating such districts, the Secretary shall give con- 
sideration to (1) complete geographical representation of the United States and (2) 
the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be entitled 
to submit one name for nominee for the place on the Board to be filled from his 
district. The three candidates receiving the highest number of votes for nominee 
for each respective place on the Board shall be nominees for appointment to such 
place. The Secretary shall conduct all elections for the selection of such nominees, 
prescribe such rules and regulations as he may consider necessary in the adminis- 
tration of the duties assigned to him under this Act, determine all questions 
involving the qualifications of such nominees, members of the Board, or milk 
producers, resolve all tie votes for such nominees, and certify such nominees to 
the President. The decision of the Secretary in all such matters shall be final. 
The three nominees so selec ed for each place on the Board shall be received and 
considered by the President in making appointments to the respective places 
on the Board for which such nominees were selected. In making appointments 
to the Board, the President shall give due consideration to securing an equitable 
representation of the various forms in which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be re- 
moved for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the appoint- 
ment of members for a regular term. Vacancies on the Board shall not impair 
the power of the remaining members to exercise all the powers of the Board, 
except that in no event shall the Board be empowered to act unless eight or more 
places on the Board are filled. Each member of the Board, other than the 
Secretary or the Secretary’s representative, shall receive a per diem of $50 for 
each day’s attendance at meetings of the Board and while traveling to and from 
said meetings, but not to exceed a total of $2,500 in any one year, together with 
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actual, necessary travel, subsistence, and other expenses incurred in the~dis- 
c e of his official duties without regard to other laws with respect to allowances 
which may be made on account of travel and subsistence expenses of officers 
and employed personnel of the United States. The Secretary, or an official of 
the Department designated by him, shall be an ex officio member of the Board 
He shall meet and confer with the Board but shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
and at other times upon call of the Chairman. In addition, special meetings of 
the Board may be called at any time by a majority of the members of the Board 
in office, or by the Secretary. he Board shall meet at least once in each calendar 
quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have been 
selected and shall have taken office. Vacancies in the office of the Chairman of 
the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be final 
and conclusive. The Board may adopt, alter, and use an official seal which shal! 
be judicially noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that Corporation shall be applicable to suits by or against the Board. The Board 
shall be entitled to the use of the United States mails in the same manner and 
upon the same conditions as the Commodity Credit Corporation. 

Src. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five members 
of the executive committee shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affect the authority of the committee to 
act. Members of the executive committee shall be paid their actual, necessary 
travel, subsistence, and other expenses incurred in the discharge of their official 
duties, without regard to other laws with respect to allowances which may be 
made on account of travel and subsistence expenses of officers and employed 
personnel of the United States and, in addition to their compensation as members 
of the Board, may be paid a per diem in such amounts and for such days as the 
Board may prescribe. Vacancies on the executive committee may be filled by 
the Board. Vacancies on the committee shall not impair the power of the remain- 
ing members to exercise all the powers of the committee provided a quorum 
remains. Three members of the committee shall constitute a quorum. The 
Chairman of the Board shall be a member of the executive committee and its 
chairman. Meetings of the executive committee may be called by the chairman, 
a@ majority of the members of the committee in office, or by the Secretary. The 
Secretary, or an official of the Department designated by him, shall be an ex 
officio member of the executive committee. He shall meet and confer with the 
executive committee but shall not be entitled to vote or to receive expenses or 

r diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws or 
rules shall not be applicable with respect to contracts or agreements of the Board, 
or the parties thereto, to the extent that such contracts or agreements provide 
that such laws or rules shall not be applicable. 

Src. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
store, warehouse, manufacture, process, service, package, advertise, sell and trans- 
port, or otherwise acquire, handle or dispose of, milk and dairy products in raw or 
processed form, or in the form of warehouse receipts, or contracts to buy or sell, 
and may contract for plants, facilities, and services needed to accomplish such 
purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any right 
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or interest therein, which may be necessary or appropriate to the conduct of its 
business. 

Sec. 17. The Board may borrow money and pledge as security any assets which 
it may have, including dairy products. It shall be entitled to borrow from the 
Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the Board 
may deem necessary to carry out effectively the purposes of this Act: Provided, 
however, That the total amount of all money borrowed from the Commodity 
Credit. Corporation and outstanding at any one time shall not exceed in the 
aggregate the sum of $350,000,000. The Board may borrow money from any 
other source of credit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations shall 
be guaranteed by or collectible from the United States. Judgments and other 
claims against the Board shall be enforced only against the assets of the Board in 
the same manner as if it were a corpcration, and no liability for the debts or actions 
of the Board shall exist against either the United States or any member, officer, 
employee, or agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ 
such personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in the 
Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the total 
quantity of milk and butterfat which may be marketed under marketing cer- 
tificates. All such committees, officers, and employees, including the executive 
committee, shall be subject to the general supervision and control of the Board. 
The Board may require and pay for bonds for employees, officers, agents, or con- 
tractors. None of the officers, members, or employees of the Board shall be 
subject to the Federal laws and regulations relating to the employment, com- 
pensation, classification, discharge, or leave, travel, and subsistence allowances, 
of Government employees, except such regulations relating thereto as may be 
prescribed by the Board. Subsequent amendments of such laws or regulations 
shall not affect this exemption, unless such amendments shall specifically so 
provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, serv- 
ices, facilities, and information of any agency of the United States or of any 
State or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
The financial transactions of the Board shall be audited annually by a certified 
public accountant, or firm thereof, in accordance with generally accepted prin- 
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ciples and procedures applicable to commercial corporate transactions. Copies 
of the audit report shall be submitted to the Secretary and to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, handlers, 
and distributors of milk and dairy products; (2) consumers; (3) other agricultural 
commodities or programs that may be affected by the operation of the dairy 
stabilization program; and (4) other interests which the Secretary determines are 
directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his suecessor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with the 
Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 

Suc. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sxc. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary’s representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at-meet- 
ings of the Advisory Committee at the same rates and in the same manner that 
members of the Board are compensated and reimbursed for attendance at meetings 
of the Board. 


PRICE STABILIZATION 


Src. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the marketing assessment, 
and the prices at which various dairy products will be bought or sold, in any 
marketing year, the Board shall take into consideration (1) the declared policy 
of this Act, (2) the nutritional value of milk and dairy products and the im- 
portance of such essential foods to the health and general welfare of the Nation 
and to the national defense, (3) the estimated supply of milk and dairy products 
for such marketing year, (4) the estimated demand for milk and dairy products 
for such marketing year, (5) the price support level for feed crops which affect 
the cost of milk production, (6) the estimated costs of producing, processing, and 
marketing milk and dairy products, (7) the relationship which the price of milk 
and dairy products bear to prices for other foods and to hourly returns for labor, 
(8) the hourly returns for the labor of dairy farmers and their families, (9) esti- 
mated returns to farmers from alternative crops and commodities, (10) the general 
economic condition of dairy farmers and the effect of such condition upon the 
economy of rural communities and of the Nation as a whole, (11) the need for 
maintaining a reasonable relationship between the prices that farmers receive 
and the cost of the things that farmers buy, and (12) other economic conditions 
which affect the market for milk and dairy products. In making such determina- 
tions, the Board may hold such public hearings, with notice, and utilize such 
studies as it considers necessary to effectuate the purposes of this Act. The 
stabilization levels shall be established as of the beginning of the marketing year 
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and shall be on an annual basis. They shall be announced as far in advance of 
the marketing year as is practicable. The stabilization levels so announced by 
the Board shall not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, after a public 
hearing, with notice, the Board may redetermine the stabilization levels if it finds 
that conditions have materially changed since the announcement was made. A 
reasonable time, taking into consideration the character of the emergency, shall 
be allowed by the Board before any redetermined stabilization levels are made 
effective. The Board’s finding and the record of the hearing shall be available to 
the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producer for all com- 
modities prescribed under this Act for such marketing year shall be reduced to a 
common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consumption 
milk and dairy products which are not absorbed in such channels at the prevailing 
stabilization price levels. In order to accomplish this objective, the Board shall 
stand ready and willing at all times to purchase domestically produced butter, 
cheddar cheese, and nonfat dry milk solids, together with such milk and butterfat 
and such other dairy products or byproducts as the Board may be order designate. 
Such purchases shall be at price levels which the Board determines will return to 
producers on a general average basis the prevailing stabilization levels for milk 
and butterfat. Appropriate adjustments and differentials may be made between 
terminal markets, and between such terminal markets and country locations 
The Board shall give due consideration to historical and established differentia 
in determining such adjustments and differentials. Purchases may be made 
either in terminal markets or at country locations or both, with appropriate 
adjustments and differentials as above provided. The Board may prescribe the 
terms and conditions under which it will make such purchases. The specific 
purchases to be made and the types and grades to be purchased shall be in the 
discretion of the Board. The Board may take physical possession of any milk 
or any dairy products acquired by it or operate through the use of contracts or 
warehouse receipts in its discretion. It may operate on the commodity exchanges 
to whatever extent it deems appropriate. It may make its purchases and sales 
and perform its other functions through its own staff or through such committees, 
corporations, stabilization corporations, agents, brokers, or persons as it may 
designate. 

Src. 38. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies for 
any milk or any dairy product intended for use in the ordinary and usual chan- 
nels of domestic consumption, the Board shall give consideration to the estab- 
lishing of such policies with respect to prices, terms, and conditions as it determines 
will not discourage or deter manufacturers, processors, and dealers from acquiring 
and carrying normal inventories of such commodities. The Board shall not sell 
any milk or any dairy product for use in the ordinary and usual channels of domes- 
tic consumption at less than the current stabilization price therefor. The fore- 
going restriction shall not apply to (a) sales to prevent deterioration or spoilage or 
to rotate stocks, (b) sales for the purpose of establishing claims against any person 
for wrongful act or violation of contract, (c) sales for exports, (d) sales for use in 
connection with special promotional programs to increase consumption, (e) sales 
for new, secondary, or byproduct uses, (f) sales for feed, and (g) such other sales 
as the Board finds and determines will not interfere with the purposes of this 
Act. The Board may in its discretion give away, barter for domestic or foreign 
assets, or sell at reduced prices or for foreign currency, any milk or any dairy 
product in its possession or under its control where the use to be made of it is not 
in the ordinary and usual channels of domestic consumption, including sales or 
gifts to the armed services, for school lunches, for school milk programs, to 
charitable institutions, to governmental agencies or institutions, to educational 
or research institutions, for domestic relief, for foreign relief, for export, and to 
such other agencies or for such other purposes as the Board determines will not 
interfere with the purposes of this Act. 

Src. 39. The Federal Government and the various agencies and instrumentali- 
ties thereof, in connection with programs sponsored by the Government or sup- 
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ported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy products from 
the Board. Agencies of the United States Government in connection with relief 
or other distributions or the procuring of materials, equipment, supplies, or services 
in foreign nations, are directed to cooperate with the Board in the disposal of milk 
and dairy products by barter or exchange for foreign assets or currencies and in 
the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transporting, 
holding, storing, manufacturing, processing, handling, selling, and disposing of 
milk and dairy products may be conducted through regular commercial channels, 
and due consideration shall be given by the Board to dislocating or disrupting as 
little as possible, consistent with the purposes of this Act, the usual and customary 
channels of trade. Nothing herein contained shall prevent the Board from con- 
ducting such operations itself or through a corporation, stabilization corporation, 
broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products shall 
not be sold or otherwise disposed of in the ordinary and usual channels of domestic 
trade by the Commodity Credit Corporation or by any other Federal agency 
without the express consent of the Board. The purpose of this provision is to 
segregate the surplus milk and dairy products held by the Commodity Credit Cor- 
— on the effective date of this Act or subsequently acquired by it under this 

ct. 

Sec. 43. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into the 
United States from any foreign country, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such imports, as determined by 
the Board, or, with the consent of the Commodity Credit Corporation, the Board 
may dispose of such surplus dairy products for the account of the Commodity 
Credit Corporation. All loss sustained by the Board in removing from the domes- 
tic market surplus milk and dairy products in an amount equivalent to such im- 

orts shall be repaid to the Board by Commodity Credit Corporation. The 

oard may exclude from the operation of this section any imported dairy products 
which it determines are not competitive with domestically produced milk, 
butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestie production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal 1s surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such inereased milk and butterfat 
production, as determined by the Secretary, or, with the consent of the Commodity 
Credit Corporation, the Board may dispose of such surplus for the account of 
the Commodity Credit Corporation. All loss sustained by the Board in removing 
from the market surplus milk and dairy products in an amount equivalent to 
the volume of such increased production due to diversion shall be repaid to the 
Board by Commodity Credit Corporation. Such losses shall be charged by 
Commodity Credit Corporation to the price support programs of the crops from 
which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers for 
milk or butterfat or both which are unreasonably high when considered in connec- 
tion with the purpose of this Act, he shall, unless prompt action is taken by the 
Board to remedy the situation, cause a hearing to be held within the Department 
for the purpose of determining such fact. Reasonable notice of such hearing 
shall be given, and all interested parties shall be given an opportunity to appear 
and present evidence, statements, and arguments relevant and material to the 
issues involved, all of which shall be made a part of the record of the hearing. 
The Secretary may prescribe rules and regulations governing such hearings. 


- 
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Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to producers 
that are unreasonably high, when considered in connection with the purposes of 
this Act, he shall by order prescribe the stabilization price levels which he deter- 
mines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels ordered, 
the Secretary may petition the United States Court of Appeals for the District 
of Columbia Circuit for a decree directing the members of the Board to take 
action or to cease and desist from the taking of certain actions as the case may be. 
The court shall have jurisdiction to enter a decree affirming, modifying, or setting 
aside the order of the Secretary, or to enter such other decree as the court may 
deem equitable. The orders of the court may be enforced by contempt pro- 
ceedings. Any order issued by the Secretary as above provided may be appealed 
by the Board to the said court and shall thereupon be subject to review by the 
court. 


MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so 
as to affect such commerce, as herein provided, shall be paid by the milk producers 
and importers marketing milk, butterfat, or dairy products in such commerce, 
or so as to affect such commerce, in proportion to the milk, butterfat, and dairy 
products so marketed by them. Thus the cost of developing and maintaining an 
orderly, stabilized, and improved market will be charged directly to those using 
the improved market and sharing in its benefits and to them only; and the amount 
paid by each will be directly related to the use made of the improved market. 
Marketing assessments in amounts sufficient to cover the costs of the program, 
as determined by the Board in accordance with the estimated requirements of the 
program for each marketing year, are hereby assessed against and shall be collected 
from each producer and importer who sells milk, butterfat, or dairy products in 
interstate or foreign commerce or so as to affect such commerce. The marketing 
assessments shall be established on an annual, marketing year basis. They shall 
be announced by the Board as far in advance of the beginning of the marketing 
year as is practicable. The assessments so announced shall not thereafter be 
varied before the close of the markting year for which they are applicable, except 
that in emergency cases, the Board may redetermine such marketing assessments 
in the same manner that stabilization price levels may be redetermined in emergency 
cases. Every person purchasing milk, butterfat, or dairy products from a pro- 
ducer (except purchases by consumers for other than commercial uses), shall 
withhold from the purchase price an amount equal to the marketing assessment 
and shall remit the same to the Commissioner of Internal Revenue. For the 
purposes of this section, milk, butterfat, or dairy products delivered by a producer 
to a cooperative associition of producers shall be subject to the marketing assess- 
ment upon such delivery. Returns shall be filed and remittances made monthly 
by such purchasers in accordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the marketing assessment on all sales made 
by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Src. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessmerts. 

Sec. 52. There is appropriated for each fiscal vear, beginning with the fiscat 
year ending June 30, 1959, an amount equal to the marketing assessments collected 
under the provisions of this Act. Such sums shall be maintained in a separate 
fund and shall be used by the Board only to accomplish the purposes and policies 
of this Act and for the administrative expenses of the Board. The sums appro- 
priated under this section shall, notwithstanding the provisions of any other law. 
continue to remain available for the purposes of this Act until expended. All 
sums collected by the Commissioner of Internal Revenue under the provisions of 
this Act shall be credited as received to a special account without fiscal year 
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limitation set up for the use of the Board. Such funds, including any other funds 
of the Board, borrowed or otherwise, which may be in any such special account, 
shall be available for use by the Board in carrying out the purposes and policies 
of this Act and for the administrative expenses of the Board. The Board may ex- 
pend such funds for such purposes, at such times, in such manner, and in such 
amounts, consistent with the provisions of this Act, as the Board finds will 
effectuate the purposes of this Act. 

Sc. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year limita- 
tion for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of marketing assessments at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the marketing 
assessments on imports at the time of importation. The laws and regulations 
applicable to the import tax on sugar imposed by section 4501 (b) of the Internal 
Revenue Code of 1954 shall, insofar as applicable and not inconsistent with this 
Act, be applicable to the collection of the marketing assessments on imports. All 
funds so collected shall be credited as received to the special account of the 
Board and shall be available for use by the Board in the manner and for the 
purposes above mentioned. Rules and regulations governing the collection and 
payment of such fees shall be prescribed by the Secretary of the Treasury. 


MARKETING ALLOTMENT PROGRAMS 


Src. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Src. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the Board 
shall set up and put into effect for such year a marketing allotment program 
operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the fransfer of bases in whole or in part, 
for the assignment of bases to new producers, for the equitable adjustment 
of bases to avoid hardship, for such other adjustments consistent with the objec- 
tives of this Act as the Board deems appropriate, including adjustments for 
deficit production areas, and for such other matters as may be necessary or 
appropriate to set up and operate effectively and efficiently the programs herein 
authorized. In allocating such bases the Board shall take into consideration 
historical production, trends, abnormal production during the historical period, 
and such other factors as may be appropriate to carry out such allocation in an 
equitable and practical manner. Bases established by the Board shall continue 
in effect from year to year until terminated by the Board, but such bases shall be 
subject to modification and adjustments from time to time by the Board. 

Src. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall have 
authority to make such investigations, inspections, and audits of the records 
of any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the esti- 
mated supply for such marketing year; (2) the total quantity of milk and dairy 
products which can be marketed during such marketing year at prices equal to 
or above the stabilization price levels for such year; (3) the total quantity of 
milk and dairy products which can be sold or otherwise disposed of at prices less 
than the stabilization price levels for such year but which will provide a net 
return above the cost of handling; (4) the total quantity of milk and dairy prod- 
ucts to be sold, donated, or otherwise disposed of during such year at a net loss 
below the cost of handling; (5) the amount by which storage stocks, reserves, and 
set-asides will be increased or decreased during such year; (6) the value of the 
milk and dairy products in items numbered 1 through 5 above, including negative 
values where applicable; and (7) such other matters as the Board deems appro- 
priate to carry out the objectives of this Act. The estimates of the Board may 
be varied before the close of the marketing year for which they are applicable in 
the same manner in which announcements of stabilization price levels may be 
varied. 
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Src. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Src. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
program is in effect. Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and that marketed without such certifi- 
cates. 

Src. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each such 
marketing year. 

MISCELLANEOUS 


Src. 64. The latest available statistics of the Federal Government shall be used 
in making the findings and determinations required to be made under this Act. 
Such statistics and other information of the Federal Government, and of its de- 
partments and agencies, as may be necessary or appropriate to enable the Board 
to carry out effectively the purposes of this Act, shall be made available to the 
Board. 

Src. 65. Office space for the central office of the Board shall be provided by the 
Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. 8. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. 8. C. 35-45); section 3741 of the Revised Statutes (41 U. 8S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8S. C. 431, 432) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, commodi- 
ties, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabiliza- 
tion Board and all other assets of the Board, including borrowed money, shall be 
deemed property of the United States and shall be exempt from Federal, State, 
and local property taxes, except that real estate owned by the Board shall be sub- 
ject to nondiscriminatory State and local real estate taxes. The income, obliga- 
tions, contracts, and transactions of the Board, including purchases and sales 
made by or for the Board, shall be exempt from all Federal, State, and local taxes, 
licenses, and fees. All activities, contracts, transactions, and operations of the 
Board, its members, executive committee, officers, employees, and agents which 
are authorized by this Act shall be exempt from Federal and State antitrust laws. 

Src. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, or 
in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged in 
any such speculation. Normal business operations connected with the produc- 
tion, manufacturing, storing, and effective merchandising of milk and dairy prod- 
ucts, whether hedged or not, shall not be considered speculative within the mean- 
ing of this section. No member of the Board or of the Advisory Committee, nor 
any other person directly or indirectly connected with the Board or its activities 
or who shall have access to the files or information of the Board, shall divulge any 
information concerning the Board or its activities, which the Board shall have 
classified as confidential. Any person violating the provisions of this section shall 
upon conviction thereof be fined not more than $10,000 or imprisoned not more 
than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, employees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 
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Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried on 
by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy stabiliza- 
tion program operated by the Federal Dairy Stabilization Board as herein pro- 
vided or a price support program operated by the Secretary under title II of the 
Agricultural Act of 1949. The Secretary shall prescribe rules governing such 
referendum and shall determine all questions relating thereto. He shall promptly 
determine and announce the results of the referendum. Producers eligible to 
vote for nominees for appointment to the Federal Dairy Stabilization Board shall 
be eligible to vote in such referendum. In any election or referendum conducted 
under the authority of this Act, the Secretary shall consider the vote of any co- 
operative association of milk producers bona fide engaged in marketing milk, 
butterfat, or dairy products for producers as the vote of the producers who are 
members of, stockholders in, or under contract with, such cooperative association. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of the 
Board and the collection of the marketing assessments shall begin April 1, 1959. 
The price support operations of the Secretary under title II of the Agricultural 
Act of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agricultural 
Act of 1949, then the Secretary shall continue to make available to producers 
price support for milk, butterfat, and the products of milk and butterfat under 
title II of said Act, and the provisions of the Federal Dairy Stabilization Act of 
1958 shal! cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final: 

Sec. 76. In order to provide a definite program for the purpose of such referen- 
dum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year beginning 
April 1, 1959, at 90 per centum of the parity price therefor, using the manufac- 
turing milk parity equivalent formula originally used under the Agricultural Act 
of 1949, and the marketing assessment for such marketing year shall be 25 cents 
per hundredweight of milk or milk equivalent. Thereafter the stabilization leveis 
and the amount of the marketing assessments shall be determined annually as 
herein provided. The provisions of this Act relating to variations in annual 
stabilization levels and marketing assessment rates in emergency cases shall be 
applicable to the stabilization levels and marketing assessment rates prescribed 
in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if 10 per centum or more of the milk producers 
elizible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Src. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the col- 
lection of the marketing assessments shall be continued. If a majority of those 
voting in the referendum provided for in the above section favor discontinuing 
the stabilization operations of the Board, then the Secretary shall make available 
to producers price support for milk, butterfat, and the products of milk and 
butterfat under title II of the Agricultural Act of 1949. Upon the reinstitution 
of such price supports by the Secretary, the stabilization operations of the Board 
shall cease and no further marketing assessments shall be collected. All assets 
of the Board shall be transferred to the Secretary for liquidation. Any assets 
remaining after the payment of all obligations of the Board shall be available to 
the Secretary for use in connection with such price support operations. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 7, 1958. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear SENATOR ELLENDER: This is in reply to your request of January 31, 
1958, for a report on §. 3125, a bill to provide an adequate, balanced, and orderly 
flow of milk and dairy products in interstate and foreign commerce and for other 
purposes. 

Although the self-help principle in its broad sense is a desirable objective for 
the dairy industry we are forced to recommend against enactment of S. 3125. 
5. 3125 contains several objectionable provisions relating to authority and respon- 
sibility for support operations, upper limit on price supports, and difficult admin- 
istrative problems. 

The principal provisions of the bill are as follows: 

1. The bill would create in the Department of Agriculture, as an independent 
agency and instrumentality of the United States, a Federal Dairy Stabilization 
Board of 15 milk producers or officers of dairy cooperatives appointed by the 
President from nominees selected on a regional basis by milk producers. The 
Secretary of Agriculture would be an ex officio member without the right to vote. 
The Board could use employees and services of any Federal agency or could set 
up its own staff outside of the civil-service system. 

2. The bill would require the Secretary of Agriculture to appoint a Federal 
Dairy Advisory Committee of 12 members representing manufacturers, proces- 
sors, handlers, and distributors of milk and its products, consumers, other agricul- 
tural commodities or programs, and other interests direetly concerned with the 
operation of the act, to confer with and advise the Board concerning the dairy 
stabilization program. 

3. The bill would give to the Board almost unlimited authority to acquire 
facilities and to acquire, process, store, sell, donate, advertise and otherwise 
handle milk and dairy products. 

4. The bill would authorize and direct the Board to stabilize prices of milk and 
butterfat to producers and to determine and announce the price-support levels, 
taking into consideration such factors as the declared policy of the act, the im- 
portance of milk and dairy products to the health and general welfare of the Na- 
tion, estimated supplies of and demand for milk and its products, support level 
for feeds, cost of producing, processing and marketing milk and dairy products, 
relative prices of other foods and hourly returns for labor, and needs for and 
reasonable relationship between the prices that farmers receive and pay. 

5. The bill would authorize and direct the Board to carry out the price support 
through purchases of milk, butterfat or other dairy products. The bill would give 
to the Board the same broad authority that CCC now has to sell, donate or barter 
any dairy products acquired by it, in domestic and foreign outlets, and for use by 
the armed services, in school lunches, and for welfare uses. 

6. The Board could transfer to CCC or dispose of for CCC account quantities 
of dairy products equal to imports of dairy products and increased production of 
milk and butterfat resulting from diversion from production of other commodities 
under control programs. CCC would be required to pay to the Board the full 
cost of such products. United States Government agencies would be required to 
cooperate with the Board in the disposal of dairy products acquired by the Board 
by barter or exchange for foreign assets or currencies and in the utilization of 
foreign currencies in connection with their relief distribution or procurement 
activities. 

7. The bill would provide that whenever the Secretary of Agriculture deter- 
mined, after public hearing, that the Board’s operations had resulted or would 
result in unreasonably high prices to producers, he must prescribe a support level 
and recommend action by the Board. If the Board did not take such action, the 
Secretary could petition the United States Court of Appeals for a decree directing 
the Board to take such action or to cease and desist other action. 

8. The Board could borrow money from anyone, pledging dairy products as 
collateral or without security. CCC would be required to loan to the Board, 
without security, amounts requested by the Board up to $350 million outstanding 
at any one time. 

9. The Board would be required to determine marketing assessments to cover 
cost of price supports, except costs due to imports and diversions. Whenever 
marketing allotments were in effect, the Board could establish different assessment 
rates for producers’ sales within allotments and sales in excess of allotments. 

2678S— 58—pt. 2-2 
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The first buyers of milk and butterfat from producers would withhold the assess- 
ments from prices paid producers and would pay the assessments to the Commis- 
sioner of Internal Revenue. The bill would appropriate, for use by the Board, 
sums equal to the assessments collected. Marketing assessments also would be 
collected on imports of dairy products, for use by the Board. 

10. The bill would require the Board to put into effect a marketing allotment 
program for any marketing year when the marketing assessment would exceed 25 
cents per hundredweight of milk. The Board would allocate bases to individual 
producers, taking into consideration historical production, trends and other 
factors, would allocate the ‘available markets’ to producers annually, and would 
issue marketing certificates to producers covering their marketing allocations. 

11. The bill would require that a referendum be held on September 8, 1958, 
to determine whether dairy farmers favor a dairy stabilization program as pro- 
vided in the bill or a price-support program as provided by the Agricultural Act 
of 1949. If producers approved the dairy stabilization program as provided by 
the bill, the Board woul required to support prices to producers for milk and 
butterfat for the marketing year beginning April 1, 1959, at 90 percent of parity 
and the marketing assessment would be 25 cents per hundredweight of milk or 
milk equivalent. In computing the support level for manufacturing milk, the 
Board would be required to use the July 1946-December 1948 average ratio 
instead of the lower, last 10-year average ratio of manufacturing milk price to all 
milk price. Thereafter the Board would set the support levels and the assess- 
ment rates. The Board’s stabilization program would be subject to subsequent 
referendum to determine whether it should be continued, or discontinued, if 10 
percent of the producers petitioned for such referendum. 

12. The Board’s operations would be exempt from taxes, antitrust actions, 
and other laws applicable to Government contracts. 

13. The bill would suspend dairy price-support operations by the Secretary 
during the Board’s operations. 

8. 3125 represents an effort by representatives of dairy producers to develop a 
self-help program under which a large part of the cost of dairy price-support 
operations would be transferred from the Federal Government to the producers. 
Self-help objectives are meritorious and warrant careful consideration. However, 
S. 3125 contains several other provisions which raise important questions regard- 
ing delegation of authority and responsibility, limit on price-support level, and 
administrative feasibility. 

S. 3125 raises important questions regarding delegation of authority and 
responsibility. The bill would vest broad authority with respect to dairy price- 
support operations in an independent board of producer representatives. If 
producers initially voted in favor of the stabilization program, the Board would 
determine the level of support and the amounts of assessments on producers’ sales 
of milk and butterfat after the first year. Producers would have further oppor- 
tunity to approve or disapprove the Board’s actions only if 10 percent of the 
producers petitioned for another referendum. The Board could act without the 
approval of either the Secretary of Agriculture or the President, except as the 
Board might be influenced by the Secretary’s recommendations or by court 
action initiated by the Secretary. The guiding standards in the bill are very 
broad and, except for the first year, the bill does not specify any maximum or 
minimum limit on support level. It appears advisable for the Congress to con- 
tinue to determine the criteria and maximum or minimum limit on the support 
levels for agricultural commodities. 

A second question is whether the authority and responsibility for agricultural 
price supports should be divided between the Secretary of Agriculture, who now 
has the responsibility for operating a consistent and balanced agricultural pro- 
gram, and independent boards who would have authority to conduct programs 
for certain commodities. It is believed that the coordination of the farm program 
as a whole would be best accomplished by continuing a unified authority and 
responsibility for price-support operations for all commodities. The provision in 
S. 3125 for review, recommendation, and petition by the Secretary of Agriculture 
for court action to require the Board to take the recommended action or to cease 
and desist other actions would be impracticable because of the time involved in 
hearings and court procedures and would represent an unsatisfactory relationship 
between the Secretary and the Board with respect to authority and responsibility 
for price-support operations. Furthermore, it is not advisable that questions 
between Federal administrative agencies and officials regarding administration of 
Federal laws and programs be taken to and resolved in the courts. Any such bill 
should place the authority and responsibility for the dairy price-support program 
wholly on either the Stabilization Beard or the Secretary of Agriculture. 
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The bill would provide that the stabilization program would go into effect if a 
majority of the producers voting in the referendum favored it. Under it, the 
Secretary is directed to consider the vote of any cooperative association of milk 
producers bona fide engaged in marketing milk, butterfat or dairy products for 
producers as the vote of the producers in such cooperative. Some of the other 
self-help dairy bills do not provide for such method of voting but require individual 
voting. 

Phe bill would provide that if producers voted in favor of the stabilization pro- 
gram, the support level for the first year would be 90 percent of the parity price 
for butterfat and 90 percent of the parity equivalent price for manufacturing milk 
using the 30-month (July 1946—-December 1948) average ratio of 88 percent 
between the price of manufacturing milk and the price of all milk, alae the 
last 10-year average ratio now used which for 1958 is 81.2 percent. Based on the 
March 1958 price of all milk, different prrcenmane of the parity equivalent price 

e 


of manufacturing milk as computed by the present method and pursuant to S. 3125 
are as follows: 


| Present 8. 3125 
| method 
oceenpeenanenen nesses stpeateniendps sansannsntusenpnaitinsindniasshandbltibappomlinngisipinansisiesficbadisiil 
| 
Parity price of all milk at wholesale per hundredweight_-...................- | $5. 02 $5. 02 
Ratio of manufacturing milk to all milk prices (percent) -..................-- 81.2 88.0 
Parity equivalent price of manufacturing milk per hundredweight: } 
St ee eo Laat onamandadomnans tet et aeaaee | $4.08 $4. 42 
OG I seh Ali icecnae dict Cudadamedbdbietiaddacbiia india erakas $3. 67 $3. 98 
FO PORN ind ntti cnesscidaiedinbte edthintiel dee nke bidet | $3. 06 $3. 31 


Based on March 1958 parity data 90 percent of the parity price of butterfat 
would be 67.9 cents per pound. 

Thus, if producers voted in favor of the program, the bill would require an 
increase in the support level above the 1957-58 support level by 73 cents per 
hundredweight, or 22 percent, for manufacturing milk and 9.3 cents per pound, 
or 16 percent, for butterfat. After deduction of the prescribed 25-cent assess- 
ment for the first year, the net support level would be above 1957-58 support 
level by 48 cents a hundredweight or 15 percent for manufacturing milk and a 
somewhat lower percent for butterfat (depending upon how the butterfat assess- 
ment rate were computed). This increased support level would tend to further 
encourage milk production. The higher support level would result in approxi- 
mately corresponding relative increases in prices to consumers for milk and its 
products which would decrease consumption. It is apparent, therefore, that with 
similar production and marketing conditions a substantial increase in purchases 
of dairy products would be necessary to carry out the higher support level. This 
could result again in the accumulation of large stocks of dairy products since the 
Board, operating as a Federal agency, would be confronted with the same problems 
of international trade and relationships as would be encountered under the 
present type of program. 

The present method of computing the parity equivalent price of manufacturing 
milk by administrative determination is preferable to fixing by law a method 
requiring the use of a relationship that existed 10 years or more ago. The present 
method of using the latest 10-year average relationship allows for trends and is 
consistent with the modernized parity provisions of existing legislation. 

It appears preferable for Congress to continue to leave to administrative 
determination the actual level of support within prescribed ranges rather than to 
prescribe specific levels of support for specific years. 

S. 3125 would require marketing allotments on sales of milk and butterfat by 
individual producers if the marketing assessment would exceed 25 cents per 
hundredweight of milk. The apparent purpose of such allotments would be to 
make it possible to establish relatively high assessment rates on overquota sales. 
The objective would be to tax the surplus out of existence. This provision 
warrants careful consideration. Considerable study has been given to the 
feasibility of a dairy allotment program both by the Department of Agriculture 
and dairy industry farm organizations and it is known that very difficult admin- 
istration problems would be involved, particularly those associated with seasonal 
variation in milk production and seasonal distribution of individual producer’s 
allotments which would be necessary in order that first buyers of milk and butter- 
fat would know, when they paid for such milk and butterfat, the quantities on 
which they must deduct the differential assessment on overallotment milk and 
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butterfat which they would be required to remit monthly to the Commissioner of 
Internal Revenue. Because the experience with crop allotments has not been 
highly satisfactory, we are sure that such controls on dairy producers would be 
even less acceptable and successful in controlling output of dairy products. The 
Department questions the advisability of legislation that would require milk and 
butterfat allotments. 

8. 3125 would, in effect, exempt the producers of milk and butterfat from self- 
financing dairy-support operations attributable to imports of dairy products and 
to diversions from the production of other agiicultural commodities resulting from 
Federal production-control measures such as acreage allotments. With respect 
to imports, section 22 of the Agricultural Adjustment Act, as amended, provides 
authority to restrict imports of dairy products to prevent their interference with 
the dairy price-support program. With respect to diversion, there is no satis- 
factory basis for measuring the effects of crop-acreage allotments, quota and re- 
lated programs on the production of milk under this provision because of the 
numerous offsetting and immeasurable influences. Milk production is influenced 
by many factors, including the relative farm prices of milk, butterfat, and other 
commodities (including those subject to acreage allotments or marketing quotas), 
feed prices, supplies, and quantities under loans, and technological developments 
in both crop and livestock production. It would be virtually impossible to deter- 
mine with reasonable accuracy what part of the total milk production or of the 
price-support purchases should be attributed to each factor. 

The self-help principle in its broad sense is a desirable objective for ali agri- 
culture. Reaching this goal calls for a better adjustment between production 
and consumption, more efficient production and marketing, more freedom from 
Government regulations and interference, and less dependence upon Government 
price supports and related programs. 

In connection with self-help legislation it would appear that there are several 
major policy considerations which must be resolved before a definitive position 
can be taken with respect to this type of legislation. These major policy questions 
are ones which the Congress should decide. These include: 

1. The desirability of giving very broad authority on price support and related 
operations to a commodity board not directly subject to control by the legislative 
and executive branches. 

2. The desirability of providing similar authority to other commodity groups. 
If so, there would be the need to set up a superboard to coordinate the decisions 
of the various independent commodity boards. 

3. Since granting broad authority to agricultural commodity boards to fix 
minimum prices would be a reversal of the policies agriculture has advocated for 
over half a century on certain nonagricultural services, what should our position 
be with respect to these other controls. These include costs of services farmers 
buy such as freight rates, truck transportation rates, electricity, etc. 

4. What should our policy be with respect to providing adequate protection 
to the general public under the commodity board set up. 

5. If a dairy board is set up, should the Secretary of Agriculture have veto 
power over its actions. In evaluating this policy consideration should be given 
to the following: 

(a) Which actions should be subject to veto. 

(b) Who would reconcile differences between the Secretary and the board. 

(c) Who would have responsibility for the decisions made. 

(d) To what extent would divided authority affect efficient operations? 

(e) To what extent would veto authority permit the Secretary to meld 
price-support actions of the various commodity boards? 

(f) To what extent would a double review of every major action result in 

duplication of personnel? 

6. How will the plans be financed to the extent the assessment doesn’t cover 
costs? This question arises because while these various plans claim to be self- 
financing all call for the borrowing of large sums, such as $350 million, from CCC 
with no provisions for repayment. If the plan is unsuccessful and builds up a 
substantial deficit with a result that farmers vote to return to the present price 
support method in order to avoid paying high assessments, what happens to the 
unpaid obligations to CCC? 

7. In view of the fact that a single commodity board is not subject to the same 
overall commodity responsibility with respect to international relations as would 
a Government agency, could this board approach on disposal operations not 
possibly undo in the international field much of the good being done through other 
efforts? 
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The dairy industry already is using the self-help principle. 

Many dairy farmers are helping themselves by producing milk more efficiently 
through better breeding, feeding, culling, quality improvement, and other 
practices. They also are striving to improve the marketing of their milk and 
butterfat through cooperative actions. A major feature of the current revolution 
in the dairy industry is the establishment of modern, efficient processing plants, 
and the development of dairy products in packages more appealing to consumers. 
More effective merchandising by individual distributors is being supplemented 
by group advertising and promotion of milk and its products. This is financed 
by farmers through voluntary deductions from the prices they receive for milk 
and butterfat. 

The Department of Agriculture is helping the dairy industry to help itself 
toward more efficient production and marketing through research and education, 
and is continuing to cooperate closely with the industry in promotion and mer- 
chandising programs. We are currently operating the special school, military 
service, and veterans milk programs for which Congress previously has authorized 
expenditures, and we have requested these programs to be continued at a current 
estimated cost to the Government of approximately $95 million during the next 
fiscal year. 

Emphasis on increasing consumption of milk and its products in the regular 
commercial market channels offers the best solution to the dairy problem. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


E. T. Benson, Secretary. 





THE SECRETARY OF COMMERCE, 
Washington, D. C., April 8, 1968. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 


Dear Mr. Cuarrman: This letter is in reply to your request dated February 
14, 1958, for the views of this Department with respect to S. 3125, a bill to 
provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes. 

The stated purposes of this proposed legislation are to provide an adequate, 
balaneed, and orderly flow of milk and dairy products in interstate and foreign 
commerce, to stabilize the prices of milk and dairy products at levels which will 
assure adequate supplies and provide a fair return to the producers; and to protect 
the interest of consumers by maintaining a stabilized, continuous, and adequate 
supply of milk and dairy products at fair prices. 

To aceomplish these purposes the bill would establish a Federal Dairy Stabiliza- 
tion Board eomposed of 15 members nominated by milk producers throughout the 
country. Not less than 11 of the members would be milk producers. There 
would also be created a 12 member Federal Dairy Advisory Committee. 

The proposed Board would have broad powers, among which is authority to buy, 
store, and sell milk and dairy products by or through virtually any agency avail- 
able. It would be financed through extensions of credit from the Commodity 
Credit. Corporation and through an annual marketing assessment not to exceed 
25 cents per 100 pounds of milk marketed. This assessment would be collected 
by the Internal Revenue Service. The Board would be authorized and directed 
to establish stabilized prices of milk and butterfat to producers, and to announce 
such prices annually. 

A referendum of milk producers would determine whether stabilization of the 
United States dairy industry shall be done under the proposed program operated 
by the ‘‘Federal Dairy Stabilization Board” or under the price-support program 
operated by the Secretary of Agriculture under title II of the Agricultural Act of 
1949. A majority vote in favor of the former would suspend the operation of the 
latter on a specified date. 

The Department of Commerce recommends against the enactment of 8. 3125. 

The proposed program, if adopted, would place the price of milk and other 
dairy products in interstate commerce under what appears to be almost complete 
control] by a group of producers. The proposed Federal Dairy Stabilization 
Board would be composed entirely of members nominated by milk produeers, 
and at least 11 of its 15 members would be milk producers. The Secretary of 
Agriculture, as an exofficio member, would be the only member with any public 
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interest viewpoint. The activities of the Board would be exempt from Federal 
and State antitrust laws. Seemingly only the Secretary of Agriculture could 
exert supervisory control over the activities of the Board, and that only in the 
matter of price levels established. 

This drastic departure from the traditional philosophy of a free-enterprise 
economy would, in our opinion, operate against the best interests not only of the 
consumer but of the producer as well. There is ample evidence in our own ex- 
perience that it would quickly result in an artificial and unbalanced dairy econ- 
omy. 

In a food item as basic and as important as dairy products, such a move could 
perhaps only be justified on a strictly emergency and temporary basis under con- 
ditions of severe distress in the producing industry. Government statistics 
show that, in the matter of prices paid the farmer, the dairy products producers 
have fared better in recent years than have producers of livestock po produce 
(of which group dairy products is a segment), and better than the producers of 
crops. Dairy products prices advanced in 1957, and in 1956, over the previous 
year; and relative price levels (prices paid the farmer) were higher for dairy 
products than for either corps or livestock and produce. 

Should the cost of operation of the proposed Board be 25 cents per hundred- 
weight (one-half cent per quart), this would have totaled $237 million on the 
milk marketed in 1956. Milk consumers would pay this bill plus such other 
price increase as the Board was able to add without bringing upon itself effective 
restraining action by the Secretary of Agriculture. 

For these reasons the Department of Commerce recommends against enact- 
ment of 8. 3125. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committce. 

Sincerely yours, 
L. 8. Roruscui.p, 
Acting Secretary of Commerce. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION 


Mr. Norton. Mr. Chairman and members of the committee, my 
name is E. M. Norton. I am secretary of the National Milk Pro- 
—— Federation, with offices at 1731 I Street NW., Washington, 

The National Milk Producers Federation has a membership of 
over 800 dairy-farmer owned and controlled cooperatives. These 
cooperatives are engaged every day in the business of marketing, 
processing, and distributing milk and dairy products. ‘The member- 
ship of these cooperative numbers in excess of 500,000 dairy farm 
families in 48 States. 

The policies of the National Milk Producers Federation are devel- 
oped, reviewed, and adopted by dairy farmers. Therefore, the fed- 
eration speaks solely for dairy farmers. This producer characteristic 
of the federation is important. It assures the Congress and executive 
agencies of the Government that the federation’s policies are the 
expression of dairy farmers who are most completely informed about 
the problems and complexities involved in the production and process- 
ing and marketing of milk and its products. 

The CHarrman. What percentage of the dairy farmers of the 
Nation belong to your association? 

Mr. Norton. About one-third. 

The CuarrMan. So that you speak for one-third of the dairy 
farmers? 

Mr. Norton. That is correct. 

The CuarrMAN. Where does your membership come from prin- 
cipally; what States? 
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Mr. Norton. We have members in every State in the Union. 

The CuarrMan. I understand that. 

Mr. Norton. But principally along the eastern seaboard and out 
through the Midwest, down through Texas. 

The CuairmMan. What about Wisconsin? 

Mr. Norton. Yes; we have a large membership in Wisconsin. 

The CuarrMan. And Minnesota? 

Mr. Norton. And Minnesota and Iowa. 

The CHarrMAN. What percentage of your present membership 
comes from each State? Are you able to tell us? 

Mr. Norton. I could certainly furnish it for the record. 

The CuarrMan. If you could furnish it for the record, say, by 
regions, let us say, the eastern seaboard, then you have got the Middle 
West. But I am particularly anxious to find out the number of 
dairy farmers that come from Minnesota, Wisconsin, lowa, Missouri, 
those four States. Give us that for each State. 

(The information referred to is as follows:) 


Percentage of National Milk Producers Federation producer membership allocated 
by regions } 


Percent of Percent of 
total total 
Mow oestends. wien 2 cannk canine 2. 9| East South Central_._.......___- 1.9 
Middle Atlantic._............--- 8. 9} West South Central_..._..___ - 3. 9 
Wit eOrtn. CenGreL. 2 cc, i I oo ee rea cae ee 7.4 
West North Central. ..........- Go: 41 OOS Soto snus ends eee 9 
Seute AtseaiGe. og ot. oS es 2. 4 
1 Entire membership of an organization allocated to State in which the organization has its headquarters: 
New England: West North Central: West South Central: 
Maine Minnesota Arkansas 
New Hampshire Iowa Louisiana 
Vermont Missouri Oklahoma 
Massachusetts North Dakota Texas 
Rhode Island South Dakota Mountain: 
Connecticut Nebraska Montana 
Middle Atlantic: Kansas Idaho 
New York South Atlantic: Wyoming 
New Jersey Delaware Colorado 
Pennsylvania Maryland New Mexico 
East North Central: Virginia Arizona 
Ohio West Virginia Utah 
Indiana North Carolina Nevada 
Illinois South Carolina Pacific: 
Michigan Georgia Washington 
Wisconsin Florida Oregon 
East South Central: California 
Kentucky 
Tennessee 
Alabama 
Mississippi 


The CHarrMAN. What relationship do you have with the Land 
O’Lakes Creameries? 

Mr. Norton. They are members of ours. 

The CuarrMAN. They are not producers? 

Mr. Norton. Yes. 

The CHarrMAN. They are manufacturers? 

Mr. Norton. No; they represent producers, too; 60,000 of them. 

The CuarrMan. I mean Land O’Lakes, itself, is an association that 
manufactures? 

Mr. Norton. It is an association of federated cooperatives. They 
handle the milk from a number of smaller cooperatives, as well as 
having some direct plants themselves. They have members in North 
Dakota, South Dakota, Iowa, Wisconsin, and Minnesota. 








———— 
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Senator Younc. They have most of the creamery cooperatives in 
my State. 

Mr. Norton. That is right. They handle the product for those 
cooperatives. 

The CHarrmMan. Are they associates of your organization? 

Mr. Norton. Yes; they are direct members of our association. 

The CuHarrman. In turn, they include a number of cooperatives? 

Mr. Norton. Yes. 

The Cuarrman. The cooperatives are farmer-operated? 

Mr. Norton. That is right. I might distinguish this way. Land 
O’Lakes, while it is a group of federated cooperatives, and represents 
a number of them, let us say 50, some of that 50 are, also, direct 
members of our association, even though they go through the Land 
O’Lakes to merchandise their product. We have them both ways. 
Some of them are members through Land O’Lakes; some are members 
directly, even though they merchandise through Land O’Lakes. 

The Cuarrman. Do you have the same type of organization in 
other sections of the country? 

Mr. Norton. Yes. 

The CuarrnMan. What comparative organizations have you, let 
us say, on the east coast like the Land O’Lakes? 

* Mr. Norton. The Mutual Federation in New York is about the 
same kind of an organization. It does not handle the merchandise 
end of the cooperatives. 

The CHarrMan. What relationship is there between the Land 
O’Lakes and this Mutual Federation? 

Mr. Norvon. There is no direct product or financial interest at all. 

The CuarrmMan. Do they have substitute activities in any way? 

Mr. Norton. No. 

The CuarrMan. All separate? 

Mr. Norton. Yes. 

The Cuarrman. The mutual is, also, an associate of the National 
Milk Producers Federation? 

Mr. Norton. Yes. The policies of the federation relating to the 
subject presently being reviewed by the committee are set forth in the 
federation’s publication entitled “A Dairy Policy, 1958.” On page 7 
of this publication, the following policy relating to producers’ self-help 
program is set forth: 

We believe in the principles of a producer financed and operated stabilization 
and production control program for dairying. 

We advocate that such program be financed by one of two methods, depending 
upon its cost of operation. 

1. Whenever the total cost can be financed with a single assessment of 25 
cents, or less, per hundredweight on all milk and butterfat marketed, such 
single assessment should be used. 

2. Whenever the total cost would otherwise require an assessment of more 
than 25 cents per hundredweight of milk, then an alternate method should 
be used, employing a nominal assessment on all milk and butterfat marketed, 
plus a supplemental assessment on excess marketing of individual pro- 
ducers as determined through the operation of a national base excess plan. 

The program should include protection for dairying from factors which may 
arise from other Government programs and actions, such as diverted acres or 
imports of dairy products. 

The Federation staff and members are encouraged to continue to work vigor- 


ously to promote such a producer financed and operated dairy stabilization and 
production control program. 
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In any discussion of the dairy stabilization program as proposed in 
S. 3125 we respectfully remind the committee that this proposed 
program was developed by dairy producers. On March 23, 1953, 
the Secretary of Agriculture stated: 

There is no overall surplus of dairy products. Actually there exists a great 
shortage of milk to meet our full needs. 

We cannot escape this fact. 

What we have is a lack of adjustment to the markets—so that not all of the 
butter, cheese, and dried milk is being consumed. If the adjustments are made 


and milk and milk products are backed by the selling that their merits justify, 
the surplus problem will be gone. 


The most difficult decision which I have faced in the first weeks of my adminis- 
tration was that of dairy price supports for the year starting April 1. When I 
announced the decision on February 27, I said, ‘““Dairy farmers and dairy in- 
dustry leadership have a major challenge. We believe they wiil put the dairy 
business on a more solid basis—with a minimum dependence on price supports. 
They have asked for time—we have agreed. Now we will all pitch in to get the 
job done.”’ 


That is where we stand today. We must not fail. God grant us the vision 
and courage to turn dairy problems into opportunities. It can and must be done 
without delay. 

It was in response to this request that the federation redoubled its 
efforts to perfect its self-help program. 

Administrative actions since 1953 have decreased the price support 
level for milk and butterfat to the allowable legal minimum. A 
recommendation has been made that this minimum be further re- 
duced. These actions and recommendations have convinced many 
dairy farmers that the enactment of the self-help program is nec- 
essary. 

In previous discussions with congressional committees on a dairy 
stabilization program, we have highlighted the following points in 
support of such a program. 

These are: 

We believe that producers are the most knowledgeable people 
about the commodities they produce. Consequently, they have a 
responsibility to develop programs designed to bring stability to the 
marketing of their products. The federation continues to support the 
commodity -by-commodity approach as the most practicable way to 
develop agric ‘ultural legislation. 

For instance, the certificate plan enclosed by ricegrowers and ap- 
proved by Congr ess is a good example of the commodity-by-com- 
modity approach. The dairy self-help proposal is also representative 
of the approach. This approach to national agricultural legislation 
as opposed to umbrella-type legislation has additional merit. It 
assures the Congress that legislative proposals presented do represent 
the thinking of farmers on specific commodity programs. 

2. In the absence of a satisfactory Government stabilization pro- 
gram, producers should be granted authority to finance and administer 
a program that will insure stability in the dairy industry if supported 
by a majority in a national referendum. 

3. Dairy producers have demonstrated a willingness to modify this 
proposal to meet objections, so long as such modifications are con- 
sistent with the fundamental objectives of the self-help idea. This 
willingness continues. 

4. The standard to be used in establishing the level of price sup- 
ports is a key feature of the self-help bill. These standards differ 
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from those of the Agricultural Act of 1949 in that they recognize the 
need for adequate income to dairy farmers as well as adequate supplies 
of milk to consumers. 

In the long run consumers cannot be assured of adequate supplies 
of milk and dairy products unless farmers find dairying as profitable 
as other outlets for their labor and invested capital. 

An adequate supply should not be the sole criterion for supporting 
the price of dairy products. When there is less than an adequate 
supply the market price will automatically advance and price supports 
tend to be inoperative. 

5. There are unique characteristics in the dairy industry which must 
be considered in the development of any national dairy policy. These 
characteristics—such as the daily harvesting and marketing of 
milk—require stabilized prices. For example, it is axiomatic that a 
small percentage of overproduction will decrease farm prices for milk 
out of proportion to the small percentage of overproduction. 

At the same time, a onal. percentage of underproduction will 
bring about increases in prices paid by consumers that are out of 
proportion. Neither the dairy farmers nor the consumers are best 
served by such fluctuations. It is also an axiom in the dairy industry 
that some production in excess of normal demand must be available to 
meet the mergency demands of consumers. In recent years the dairy 
surplus has ranged within the 4 to 5 percent level—a manageable 
percentage. 

6. The highly complex nature of price-support programs has placed 
a real burden on congressional committees each year in which the 
programs have come up for review. Prolonged debate on these 
programs, furthermore, results in uncertainty for farmers. We 
believe the self-help program would remove both the burden on the 
Congress and this uncertainty. This is desirable. 

Up to this point, we have spoken about the basic economic thinking 
of a dairy producer self-help program. It is appropriate now that we 
describe for the committee the operation of this program. 

The CHarrmMan. I wonder if you would be good enough to do this: 
As you go along in your explanation giving us a sketch of what the bill 
will do, point out the difference between this bill and other measures 
that you have introduced, because as you remember, as you know, this 
same proposal has been kicked around this committee for, well, at 
least the last 10 years. 

We call it a self-help program. 

Mr. Norton. The only time I have kicked it around here has been 
in the last 3 years. 

The Cuarrman. I know it has been proposed before. 

Mr. Norton. I could not explain what happened before, though. 
That is all I know. 

The Cuarrman. Well, relegate it to your connection with it. And 
as I remember the first proposal that was under the so-called self-help, 
Congress should provide either a billion or 500 million dollars, one or 
the other. 

Mr. Norton. We have cut that down to $350 million. 

The CuatrMan. That is bad enough, to be frank with you. 

Mr. Norton. We are not asking, Senator, that this Congress or any 
other Congress give the dairy farmers the $350 million. 

The CuarrMan. But you might as well give it when you do not get 
any security for it. 





et 
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Mr. Norton. Oh, no; you get all of the security in the world. 
The legislation is the security. You take a 25-cent deduction from 
every hundredweight of milk. 

The CuarrMaNn. But suppose it does not operate effectively, who 
holds the bag? 

Mr. Norton. The dairy farmer. 

The CuarrMan. How? 

Mr. Norton. You can still get the deduction of 25 cents a hundred- 
weight from his milk, there is no holding it back by anyone. 

The CHarrMan. Do you mean to say that if this program should 
fail that the dairy farmers could be held? 

Mr. Norton. If they vote the program in, that is right. 

The CHarrman. All right. Why don’t we do it this way: Why 
don’t we get the dairy farmers to give a little mortgage on their cattle, 
and let it be connected that way, if the loan is that sure? 

Mr. Norton. How will you collect it that way? Do you want to 
collect the money before they start? 

The CHarrmMan. No, no; some kind of security. That is all. 

Mr. Norron. They deliver milk every day, Senator. There should 
not be any more security than that. 

The CuarrMan. I understand. Why could not this purpose be 
accomplished through cooperatives? 

Mr. Norton. That is the way it will be mainly done, that way. 
Most milk is delivered that way. 

The CHarrMan. To me that is the main objection, and it is voiced 
by the Department of Agriculture. 

Mr. Norton. I am sure that it is. 

The CuarrMan. It is also the thinking of others who have studied 
this thing through. You call it self-help. It isn’t really self-help. 

Mr. Norton. We think the Federal land bank is a producer- 
financed deal, even though the Government put up the money. 

The CHarrMan. Yes; but you have security there. You have 
mortgages on the farms and the homes of whoever borrows the money. 

Mr. Norton. You have a direct deduction every day from dairy 
farmers as they deliver their milk. 

The CHarrmMan. But a deduction is not security. Suppose you do 
not produce milk at a profit. He wants to quit, what then? 

Mr. Norton. You still will have about a million and a half dairy 
farmers who will not stop all milk production across the United 
States. 

The CHarrman. That is the main bone of contention. 

I wish that all of the witnesses who appear here today and hereafter 
will bear this in mind: that as chairman of this committee I am taking 
the negative on this, in order to draw out all of the weak spots. The 
questions I ask are not to be interpreted as stating by me how I stand 
on it. 

Mr. Norton. I don’t do that at all. 

The CuarrMan. I want to draw this out in order to have the whole 
picture before the committee and before the Senate. 

Mr. Norton. I don’t know of anyone that will present legislation 
to the committee here, Mr. Chairman, except one possibly, that 
might meet the approval of the Secretary of Agriculture. So there 
isn’t anything anyone is going to present to the committee that will 
have the approval of the Secretary of Agriculture, except one group. 
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The CuHarrMan. I said that before, so we are in accord on that. 

Mr. Norron. I see. And this $350 million as I will talk about 
later, is still in our bill, and I presume that is in most other bills that 
will be presented that are like or slightly modified from this, that 
have other features that ours does not have. 

The CuarrMan. All to be advanced by the Government, a certain 
sum of money, by way of loans without security. 

Am I correct? 

Mr. Norton. I don’t quite agree with you on that. 

The Cuarrman. When you agree to pay something that secures a 
promise to pay, it is usually backed up by something. 

Mr. Norton. Not always, I am perfectly capable of going down to 
the bank and borrowing three or four thousand dollars on my signa- 
ture. 

The CuHarrMan. Of course, you may have a million dollars. 

Mr. Norton. No, I haven’t got any such home. 

The CuarrMan. And I may go to the bank myself and borrow, 
maybe for all I know, $25,000. 

Mr. Norton. My credit is good. I think the farmers’ credit is as 
good as anyone in the country. 

The CHarrman. Another thing, of course, my reason for asking a 
moment ago about the numbers of dairies you represent here, you 
said around one-third. Under this bill it will take in all dairy farmers; 
am I right in that? 

Mr. Norton. Yes, we take them all. 

The CuarrMan. Whether they want to go in or not? 

Mr. Norton. Oh, no, no, wait a minute. These dairy farmers 
have a right to vote on this program and they can either take the 
program or they can leave it. If they leave it there isn’t one. 

The CuarrMan. Suppose half of them do and the other half does 
not. What will become of this program? 

Mr. Norton. There will be no program. There will be no program. 

The CuarrMan. What is the percentage? 

Mr. Norton. That is no program of this type, I mean. 

The CHarrmMan. What is the number of dairymen throughout the 
Nation of the entire number of dairymen—of the entire number of 
dairymen what is the percentage of them that must agree? 

Mr. Norton. Fifty-one percent. 

The CuarrMan. How much? 

Mr. Norton. Fifty-one percent. 

The CHarrMan. It is so close to 50, a bare majority, so that 51 per- 
cent of the dairymen go into it, the other 49 percent will have to follow 
whether they want to or not. Who will do that, the corporation? 

Mr. Norton. The board that we establish. 

The CuarrMan. The board that will be established will be able to 
do that without any limitations or without coming back to Congress 
for it or anything like that? 

Mr. Norton. They have come to Congress to establish the legis- 
lation. Now Congress has the right to review the legislation. 

The CuarrMan. Not only review, but as to the actions? 

Mr. Norton. Stop it they can, they can repeal the law. 

The CuHarrMANn. What legislative powers would the board have? 

Mr. Norton. It will have no laaisiative powers at all, Senator. It 
will have the power to conduct a program much in the same manner as 
the Department of Agriculture is conducting it right now. 
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The CHarrMan. But with limitations written in the law? 

Mr. Norton. That is right. 

The Cuarrman. And will the board have any authority to pass any 
kind of ordinances that would effect the daily life of the dairy farmers? 

Mr. Norron. No, sir. 

The CuarrMan. It is all written in the law? 

Mr. Norton. Yes, that is right. 

The CuarrMan. That is a little different than when first introduced. 
I wish you would, as you go along, go more into detail and give us 
the powers that are delegated to this board. 

Mr. Norton. This is briefed down a little bit from the bill, but 
this that I have started on now will be nothing but details of that 
law and how it is carried out. 

The proposed legislation creates a stabilization board as an inde- 
pendent agency of the Government and delegates authority for 
operation of the program to the stabilization board. 

This is not any different now than it ever has been. 

The stabilization board would consist of 15 dairymen appointed by 
the President of the United States from three nominees selected by 
milk producers for each of 15 Federal diary districts. A dairy 
advisory committee of 12 nonproducers would be appointed by the 
Secretary of Agriculture to consult with the stabilization board. 

This is about the same as it has always been. The advisory com- 
mittee has fluctuated in numbers until this year it is 12. Basically, 
this is the same as it always has been. 

The bill prescribes guidelines for the effective operation of the 
program in the public interest. It establishes a criterion for deter- 
mining the price support level that includes the assurance of an 
adequate supply of milk and dairy products for consumers, and a 
return to dairy farmers consistent with those of other segments of 
the economy. For its first year of operation, the support level would 
be prescribed by Congress. This determination set up in the law 
is necessary to give to farmers in a referendum a clear choice in making 
their initial decision for or against self-help. They would know what 
they are voting on. 

The CHarrMan. Is the price for that milk fixed? 

Mr. Norton. No, it is not but whatever percentage level of parity 
that you would set, it would be easy to calculate. 

The CuarrMan. Who sets that? 

Mr. Norton. We have it in the bill now. Yes, sir, it is in the bill, 
it is 90 percent of parity which at that time amounted to about $3.75 
a hundredweight of milk. That is of manufactured milk. 

The CHarrmMan. That would be what you start with? 

Mr. Norton. That is correct. 

The CHarrmMan. Ninety percent of parity? 

Mr. Norton. That is correct. 

In succeeding years the support price level would be determined 
by the stabilization board. Of necessity this decision would reflect 
the criteria outlined in the bill but would be affected by production 
levels, levels of consumption, and by the cost of disposing of products 
accumulated. 

The Cuarrman. What would be the yardstick tnat the board would 
have to follow in either decreasing or increasing the original price 
fixed by Congress? 
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Mr. Norton. Let us assume—and we have later on, Senator, used 
the same surplus milk that is apparent right now as the base that 
we start off with, so from that point let us assume that production 
went up. Then the 25-cent levy that we prescribe for the first year 
and which would take care ot this 4 or 5 percent, if that went up to 
say, 6 percent, then each farmer would have to have a quota base 
put on his milk which I will explain here later and that is different 
than anything we have presented in the past. And his 25 percent 
deduction would work up to that, then anything over the 5 percent 
would have to go under a quota deal and it would be sold on the 
market at less than that. 

The CuarrMan. To whom? 

Mr. Norton. Than that price. Most of it I presume would be 
sold to the board and the board would then resell it, either in foreign 
markets or the established donation markets right here in the country. 

The CHarrMANn. Who would pay for that, whose cost would that be? 

Mr. Norton. That would be at the farmer’s cost. 

The CHarrMan. The farmer’s cost? 

Mr. Norton. Yes. 

The CHarrMan. What about your milk programs that you now 
have, the school lunch, and so forth? 

Mr. Norron. They would continue we presume just the same as 
always. 

The CHarRMAN. The same as now? 

Mr. Norton. Yes. 

The CHarrRMAN. You would not do away with that, the Govern- 
ment would still be in that? 

Mr. Norton. That is right. 

The CuarrMan. It would work with the board? 

Mr. Norton. That is right. 

The CuarrMan. Would it be possible for the board to lower the 
price from 90 percent downward? 

Mr. Norton. Oh, yes indeed it would. They would have to use 
that in their calculation. 

The CuarrMan. You would start off at $3.75? 

Mr. Norton. That is correct. 

The CHarrMan. It is now what? 

Mr. Norton. $3.06. 

The CuarrmMan. How much more, let us say, would butter cost on 
the basis of $3.75? 

Mr. Norton. Six cents a pound higher. 

The Cuarrman. Higher? 

Mr. Norton. Yes. 

The CuarrMANn. How about raw milk? 

Mr. Norton. Well, Senator, that isn’t quite a true statement. 
The raw milk could be used for butter production, which would make 
butter 6 cents higher. If it was used for cheese it would make cheese 
let us say 4 cents higher. If it was used for bottled milk, it should 
make bottled milk a cent and a half higher. 

The CHarrMan. A cent and a half higher than now? 

Mr. Norton. Than now, yes. That is, if the entire cost was 
transferred over to the consumer. 

The CuatrMan. What would become of the law which now permits 
milksheds to be formed throughout the country? 
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Mr. Norton. They would stay exactly as now. 

The CHarrMan. But they would have to become members of your 
association? 

Mr. Norton. Oh, not members of our association. 

The CuarrMan. Not the association, I mean they would have to 
be under the jurisdiction of the board? 

Mr. Norton. That is right. I am not so sure that that is a correct 
statement either. The Department of Agriculture would still estab- 
lish the minimum pricing schedules that they do now under Federal 
orders, Senator, but since the manufactured milk is directly associated 
with the fluid milk prices, in other words, the bottom price here affects 
the top price, too, it would affect the Federal orders to that extent. 

The CuarrMan. You mean insofar as 

Mr. Norton. Raising the price of the milk or lowering whatever 
the board’s actions were. 

Mr. Hearty. These Federal milk marketing orders would ride right 
on top of this program as they do on the current CCC program, and 
with exactly the same relationship. 

The Cuarrman. Would this 1% cent a quart increase that you just 
mentioned pertain to the milksheds, would they get the increase? 

Mr. Norton. Yes, sure. 

The Cuarrman. It would follow through? 

Mr. Norton. Yes. 

The CuarrMan. Would the farmers 

Mr. Norton. What we are talking about is a cent-and-a-half per 
quart of milk. 

The Cuarrman. I understand. 

Mr. Norton. It is entirely conceivable that the price to producers 
in let us say the Washington milkshed, could go up a cent-and-a-half 
equivalent to the quart, but that the price on the street would only 
go up 1 cent. That is possible, because in the 60-cent increase you 
have an odd division here. Actually to make 1 cent a quart you have 
to have 46 cents a hundredweight. So you have 14 cents leewa 
that could possibly be associated without going up that extra half 
cent on the streets. 

The CuarrMan. Since the sale on distribution of milk, butter, and 
other dairy products would be under more or less the jurisdiction of 
this Board would they have to stick to the prices that are fixed by the 
Board or could they have sales for whatever they could obtain for it? 

Mr. Norron. The retail prices are not now under the Department 
of Agriculture’s jurisdiction, and we would not propose to take retail 

oricing over at this stage of the game. Any product that was acquired 
S the Board could be disposed of in any manner that the Board 
saw fit and that would send sales back to the general trade. 

The CuarrMan. I presume that is what this $350. billion would be 
used for, to buy up milk? 

Mr. Norton. That is correct. Since we are starting this on April 1 
and that is the flush period for the milk production you have to have 
some money in order to get started, before the deductions will start 
coming into the Treasury 

The CuarrMan. Very well. 

Mr. Norron. Further than that there is protection to the public in 
that the Secretary of Agriculture would be authorized to initiate 
proceedings against the Stabilization Board in case it unduly enhanced 
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the price. This authority would be the same as that which the 
Secretary can now apply to cooperative associations under the 
Capper-Volstead Act. 

The self-help program would be operated in substantially the same 
manner as the present Government price support program. Support 
levels for manufacturing milk and for butter, cheese, and nonfat dry 
milk would be announced prior to April 1 of each year. The market 
would be established through the purchase of butter, cheese and nonfat 
dry milk in a manner similar to that now used by the Department 
of Agriculture. The disposal operations would be much the same as 
at present. 

The significant differences between the Government program and 
the self-help program are: 

1. In the self-help program the price criteria would be different 
and dairy farmers would receive increased returns from the sale 
of milk and cream; 

2. The self-help program would be financed by dairy farmers 
rather than by the United States Government. Fees would be 
collected from dairy farmers by the first receiver. The collection 
from dairy plants would be made by the Internal Revenue Serv- 
ice which would turn over the money to the Stabilization Board. 

To cover operating costs and anticipated losses in the marketing 
of surplus dairy products, it is provided that the Board will establish 
for each marketing year a stabilization fee, or fees, to be assessed 
against milk and butterfat marketed by dairy farmers. Thus dairy 
farmers themselves will make possible the benefits they derive from 
the program. 

The CHArRMAN. You say that if this program goes through, every 
dairy farmer in the country would be bound by it, that is, required 
to join it. Are there any exemptions? 

Mr. Norton. No, no; none. 

The CuarrMan. None whatever? 

Mr. Norton. No; it isn’t a matter of joining. The 25-cent 
deduction would be taken from everyone who marketed milk. 

The CuHarrman. I don’t presume it would pertain to a farmer 
who produces his own milk for his own use? 

Mr. Norton. That is right. That is the only exception. 

The CHarrMan. But anybody no matter how many cows he has 
would be subject to the 25 cents a hundredweight? 

Mr. Norton. That is right. 

The Cuarrman. Whether he desired to join or not? 

Mr. Norton. That is correct. 

The Cuarrman. It would be obligatory? 

Mr. Norton. Yes, the same as income taxes are now. 

The CuatrmMan. That 25 cents would be collected irrespective of 
the amount of milk produced? 

Mr. Norton. That is correct; yes, sir. 

Senator Youne. Would that pertain to milk sold under the milk 
marketing orders now? 

The CHAIRMAN. Yes. 

Mr. Norton. Yes; the whole milk production. They are a part of 
the overall milk production. If he have a surplus you could actually 


say that any one segment is creating the surplus and they are all 
interchangeable. 
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For the first year, milk producers will pay a single fee of 25 cents per 
hundred pounds of milk marketed. In succeeding years, a single 
stabilization fee also will be used—if total production is held reason- 
ably in balance with the domestic market requirements, and if the 
total cost of operating the program can be financed with such a single 
assessment of 25 cents or less per hundredweight. 

If the cost of operating the program in subsequent years should 
require an assessment of more than 25 cents per hundredweight, a 
system of marketing allotments would be used. 

The marketing allotments would be assigned to individual farmers 
and would represent their proportionate share of the national domestic 
market for milk and dairy products. For milk or cream deliveries 
within the allotments, a stabilization fee of 10 to 15 cents per hundred- 
weight would be assessed. A second and higher fee would be assessed 
against marketings of milk and cream in excess of the allotments. 

The CuarrmMan. Who would make that determination? 

Mr. Norton. The Board. 

The CuarrMan. Without coming baek to Congress? 

Mr. Norton. That is correct. 

Senator Youna. Supposing you build up a reserve, let us say, 
$500 million, would you repay the Government? 

Mr. Norton. That is correct; the money that you have used from 
CCC would be repaid first. 

Senator Youne. And if you build up a reserve you would not 
necessarily have to have the Government money at all in succeeding 
years? 

Mr. Norton. That is correct. 

The CuarrmMan. Once you build up your reserve I presume that 
you could reduce the fee? 

Mr. Norton. Yes; you can do that certainly. 

The CHatrMan. Start off with 25 cents and reduce it to 20 cents 
and maybe down to 10 cents, depending upon the amount that you 
have in the reserve? 

Mr. Norton. That is correct. 

Mr. Hearty. This money that would have to be borrowed from the 
Government probably would not reach the total authorization con- 
tained in the bill, and it would be repaid during the first year. It must 
be repaid during the first year, so that the borrowing authority would 
be there in succeeding years. The fees which weil accumulate all 
year long would have to equal the amount borrowed from the Gov- 
ernment. 

Mr. Norton. This method of financing will assure maximum re- 
turns to producers who hold their marketings of milk and cream within 
their allotments. Producers who increase their marketings above their 
allotments would thus receive a lower net return. The surplus thrown 
on the market by such producers, however, would not lower the returns 
to producers who balance production with their share of the market. 

Rules and regulations would be prescribed by the Stabilization 
Board to insure equity among dairy farmers. These would include 
provisions for the entry of new producers and for the transfer of 
marketing allotments from producer to producer. With our growing 
population, it is doubtful if marketing allotments would ever be much 
lower than present production. 
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The CuarrMan. Coming back to Congress, would it be done that 
way? 

Mr. Norton. They would have that. That is the second step 
in the bill that they could set the marketing quotas or marketing 
allotments. The Board could do that. 

The CHarrMaNn. In other words, you outline to the Board what 
they can do and provide limitations? 

Mr. Norton. That is correct. It means that increases in produc- 
tion per farm would be governed by the total demand for milk and 
dairy products. One of our greatest difficulties at the present time 
is that improved production technology creates incentives for the 
production of volumes of milk for which there is no effective market. 
Thus, farmers have been losing the benefits of many advantages 
they would otherwise gain through the use of improved techniques 
because they must take lower prices for their milk and butterfat. 

In the operation of the program it would be necessary to begin in 
April because of the seasonal characteristics of milk production. 
April 1 approaches that time of year when milk production is at its 
peak, and price-support purchases of butter, cheese, and non-fat-dry 
milk therefore eis be higher. 

In the collection of stabilization fees, however, the income would 
be spread over 12 months and there necessarily would be a lag between 
the time the milk was delivered by dairy farmers and the time that 
the money collected in stabilization fees would be turned over by the 
Internal Revenue Service to the Stabilization Board. 

This means that before any collections were available to the 
Stabilization Board it would need a considerable sum of money to 
support and stabilize the price during the first several months of 
operation. To overcome this difficulty the bill authorizes the Stabili- 
zation Board to secure up to $350 million from the Commodity Credit 
Corporation as a loan. This loan would be repaid from receipts ob- 
tained through the collection of the stabilization fee. 

The self-help program is an extension, on a national scale, of the 
philosophy of cooperation. It is a program, therefore, that will 
become effective only if approved by a majority of voting milk pro- 
ducers in a national referendum. 

The CHarrMan. When you say the majority of the milk producers 
that means irrespective of the number of cows that each producer has? 

Mr. Norton. Yes; that is correct. 

The CuarrMan. In other words, if Senator Young has 40 cows and 
Senator Hickenlooper has 100 cows and my good friend Proxmire a 
thousand cows, and I have 5,000, we have just got 1 vote? 

Mr. Norton. One vote; that is correct. 

Farmers operating a program for their own benefit, paid for at their 
own expense, will do a better job of stabilizing prices and production 
than is possible under a Government program. 

The benefits of self-help will apply to all dairy farmers in all types 
of markets in all parts of the United States—because all of them are 
directly or indirectly affected by the overall dairy price level. They 
are all subject to the same economic influences. All milk and cream 
producers contribute to the total supply of milk and dairy products, 
and it is the effective handling of their sum total that will create a 
healthy dairy industry. 
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Because of the close interrelationship between prices paid for fluid 
milk and those paid for manufacturing milk and butterfat, it is 
reasonable to conclude that the price of butterfat, the price of manu- 
facturing milk and the price of fluid milk all will be enhanced by re- 
moving excess manufactured dairy products from the market wherever 
these products originate and whenever they occur. 

Farmers under self-help will be better able to gage their production 
to the national market. Policy readjustments will have been made 
before acute surpluses or shortages actually occur in the market place. 
The stabilization fees will act as a deterrent when less production is 
needed. Similarly, a lowering of the stabilization fees will provide the 
green light for more production to meet an expanding consumer 
merket. 

There is always a need for a forward looking and expertly managed 
stabilization program, either in a surplus market, such as has existed 
during the past few years, or in a shortage market such as was experi- 
enced during the forties. 

In peacetime, balance between supply and demand can only be a 
short duration, during the swing from a shortage to a surplus market 
or vice versa. But self-help will minimize price swings, increase con- 
sumption. end raise the l»vel of prices for all dairy farmers, 

The self-help program holds several distinct advantages for both 
consumers and dairy farmers. For the consumer it means: (1) free- 
dom from the tax burden involved in Government price-support 
operations; (2) assurance of adequate supplies of milk and dairy 
products at reasonable stabilized prices; and (3) improved markets 
among farmers for city-produced goods and services. 

The depressed conditions in agriculture and particularly those of 
dairy farmers no doubt contributed in no small way to the present 
unemployment which now prevails in the industrial segment of our 
economy. 

For the dairy farmer self-help means (1) assurance of optimum 
stabilized prices that would not condition consumers to unrealistically 
low prices for milk and dairy products; (2) protection from surpluses 
caused by imports or other Government programs; (3) the benefits of 
new and expanded outlets for dairy products; (4) consumer goodwill 
because of the demonstrated willingness of dairy farmers to cut free 
from Government dependence for their prices; (5) control by dairy 
farmers themselves of their own price-support operations; and (6) 
assurance to every dairy farmer that his price will not be lowered by 
the surplus production of other dairy farmers. 

A detailed description of the proposed self-help program is set forth 
in the attached pamphlet. 

Objections have been raised to the dairy self-help proposal: With 
the committee’s permission we should like at this time to discuss these 
objections. 

One of the objections covers the broad authority of the Dairy 
Stabilization Board in price-support operations and the fear that this 
Board would not be subject to control by the legislative and executive 
branches of the Government. As a matter of fact, if, in the wisdom 
of Congress, maximum limitations should be provided in the bill, we 
are willing to work with the committee in the preparation of such 
revision. 
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- The Congress in the past has in its wisdom recognized the desira- 
bility of farmers administering farm programs. We have, for instance, 
a very close parallel in the farm credit program. There is no intent in 
the self-help bill to divest the Secretary of his authority to review 
and act on the proposed Stabilization Board’s policy. 

Certainly there is no intent on the part of the supporters of the 
self-help proposal that the Congress be denied its constitutional right 
and obligation to rescind any and all authority of the Board if its 
policies should run contrary to the best interests of the United States. 

A second objection involves the question of granting similar 
authority to other producer groups to finance and administer pro- 
grams for their respective commodities. This concern is aggravated 
by the contention that a superboard to coordinate the commodity 
boards would be necessary. We suggest that the situation contem- 
plated in this objection is purely theoretical. 

We are not now, nor may never be faced with the situation described. 
However, if the self-help idea works for the dairy industry and if it 
were applicable to other agricultural problems, why not use the dairy 
program as a pilot operation? On the matter of a superboard, it 
seems to us that since the Congress has enacted programs for individual 
commodities in the past, such legislative coordination would be all 
that would be needed if the Congress were to approve self-help pro- 
grams for other agricultural groups. 

Another objection indicates that the self-help proposal would result 
in a reversal of the policies that agriculture has advocated for over 
half a century on nonagricultural services. 

These services include freight rates, transportation rates, electricity, 
and so forth. We suggest that contrary to the self-help program 
being a reversal of policies, it is actually a logical extension of the 
basic idea of improving and strengthening the bargaining position of 
farmers in much the same manner that the nonagricultural service 
groups have been strengthened in their bargaining position. 

Concern is also expressed that the self-help proposal would not 
provide adequate protection to the general public. Such fear is 
groundless. Certainly the Dairy Stabilization Board would be very 
conscious of the normal operation of market competition with its 
associated economic factors. Dairy producers of this country are not 
unaware of the function price plays in the marketing of their products. 
Production response, consumption response, and the cost of handling 
surpluses would preclude any attempt to overprice milk. 

Our proposal sets forth clear authority for the Secretary of Agricul- 
ture to take action against the Board if in his judgment the Board’s 
pricing policies would result in the undue enhancement of prices. 
This is a natural extension of the authority the Secretary has had for 
many years under the Capper-Volstead Act. Then too, we are 
confident that if the unlikely situation of undue price enhancement 
should develop, the Congress would not sit idly by and let such policies 
continue. 

Another objection involves the relationship of the Secretary to the 
Dairy Stabilization Board. It is our considered opinion that that 
section of the bill relating to review of the Board’s policies and actions 
by the Secretary establishes sufficient authority for him to exercise 
veto power over actions by the Board. Here again, we have expressed 
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our willingness to modify these provisions in keeping with the funda- 
mental objectives of the self-help proposal. 

Questions have been raised regarding the loan to be made to the 
dairy producers from the Government in order to get the self-help 
program started. Here again, we are faced with a very realistic 
situation. 

The borrowing provision in the ane bill is a recognition of the 
fact that since the dairy marketing year begins on April 1 and since 
that is the beginning of spring flush production, the Dairy Stabiliza- 
tion Board would be faced immediately with the problem of acquiring 
dairy products in order to accomplish the purpose of the bill, namely, 
stability in the market. 

Since the accumulation of producer money would not begin until 
after April 1, and since such accumulation would not be fast enough 
to carry on the Board’s immediate obligations, the authority to borrow 
is necessary. We emphasize that such action is a borrowing action 
and that the money would be loaned to the Board at the going interest 
rate and would be repaid to the Government from the accumulation 
of producer assessments. 

The last objection presupposes the disposition on the part of the 
dairy producers of this country to dump excess milk production on 
foreign markets without regard to the international situation and 
United States vbligations in that situation. This implied criticism 
of the dairy producers has no foundation in fact. 

On the contrary, the record will show that dairy producers have 
been very much aware of United States commitments to foreign coun- 
tries. Their support of Public Law 480 and section 22 of the Agri- 
cultural Adjustment Act of 1937 has never been predicted on any. 
disposition to dump excess production on any foreign markets. Here 
again, we firmly believe that the watchfulness and wisdom of the 
Congress would in itself be the most effective deterrent to the theoret- 
ical situation raised by the Department. 

We want to express the appreciation of our membership to the 
committee for its continuing interest in the self-help proposal. 

(The pamphlet referred to is as follows:) 


Tue Se_r-HELP PROGRAM AS PROPOSED BY THE Darry STABILIZATION Act oF 1958 


The self-help program, if enacted by Congress and approved by dairy farmers, 
will improve the income position of dairy farmers, relieve the taxpayer from the 
cost of price supports and take the Government out of the dairy business. These 
are the goals of the Dairy Stabilization Act of 1958, which is presently being 
considered by the Congress. 

Under the proposed law the price will be supported at 90 percent of parity the 
first year, beginning April 1, 1959. In subsequent years the levels will be deter- 
mined by a stabilization board of dairymen. 

The support prices will be maintained by the purchase of manufactured dairy 
products which are in excess of the requirements of the market. 

The plan will not affect the local milk marketing plans for paying producers. 

The self-help program will differ from the present Government program in 
five principal respects: 

1. Dairy farmers will have a choice—self-help or the present Government 
price-support program, 

The program will be run by dairy farmers rather than by the Secretary 
of Agriculture. 

3. Farmers will have the assurance of expert and efficient management of 
surpluses, without the restrictions inherent in Government operations. 
Under the present program, for example, the existence of Government-held 
stocks have prevented market prices from rising above the support level. 
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4. The price of milk will be set at the optimum level consistent with 
economic conditions, rather than at the lowest level that will assure an 
adequate supply. 

5. The program will be financed by dairy farmers rather than by the 
United States Treasury. 


THE TWO ALTERNATIVES 


If Congress passes the self-help bill with the 90 percent of parity provision and 
if it is then approved by dairy farmers, the support price for the first year, beginning 
April 1, 1959, will be approximatly $3.98 ! per hundredweight minus a stabilization 
fee of 25 cents, or a net of $3.73. This is 67 cents per hundredweight higher than 
the $3.06 price announced by the Secretary of Agriculture for the 1958-59 
marketing year. 

If self-help is not approved by dairy farmers, the support price for the year 
beginning April 1, 1959, will be at the level prescribed by the Secretary of Agricul- 
ture, within the range of 75 to 90 percent of parity, or within the range of 60 to 
90 faye of parity if the President’s January 1958 recommendation to Congress 
is enacted. 

The financing will be through a single stabilization fee—so long as the total cost 
does not exceed 25 cents per hundredweight of milk. If extra production requires 
the additional purchases of increased surpluses, a second fee will be applied to the 
surplus production of individual farmers. This will mean maximum prices to 
producers who hold production in line with market requirements, and the cost of 
the program to producers who do not exceed their marketing allotments cannot 
exceed the 25 cents per hundredweight. 

The costs of handling surpluses arising from dairy product imports, or from 
resources diverted to dairy production from Government programs in other seg- 
ments of the agricultural economy, will not be borne by dairy farmers. Nor will 
they finance the school-lunch program or other distribution programs enacted by 
Congress on behalf of the whole United States citizenry. 

This does not mean that there will be restrictions on dairy product imports, if 
imports are necessary to further good international relationships. Government 
policymaking bodies will retain jurisdiction over international trade. In times of 
surplus production at home, however, the Government will compensate the Dairy 
Stabilization Board for the value of additional products purchased in the domestic 
market because they were displaced by similar products shipped in from abroad. 
This is the same obligation that the Government assumes under the present 
programs. 

Likewise, there will be no interference with Government programs of production 
control for other agricultural products. But in any marketing year in which dairy 
surpluses occur as the result of Federal acreage allotments, or marketing quotas 
which divert agricultural resources into milk production, the Government will 
compensate the Dairy Stabilization Board for milk production resulting from such 
diversion. 

THE DAIRY STABILIZATION BOARD 


The self-help program will be operated by a Stabilization Board of 15, 
coereeet by the President of the United States from nominees selected by dairy 

armers. 

Only persons who are milk producers or who are officers of dairy cooperative 
associations which meet the requirements of the Capper-Volstead Act shall be 
eligible to serve on the Stabilization Board. 

To secure appropriate regional representation on the Stabilization Board, the 
United States shall be divided into 15 Federal dairy districts. One member of the 
Stabilization Board will be selected from each district. 

Dairy farmers in each district shall, by ballot, submit names of persons to serve 
on the Stabilization Board. The three candidates receiving the highest number 
of votes shall be the nominees, one of whom will be selected by the President to 
serve. 

Each member of the Stabilization Board shall serve a 6-year term. Terms of 
the first Stabilization Board, however, will be staggered, one-third being selected 
to serve 2 years, one-third 4 years, and one-third 6 years. 


1 Based on March 15, 1958, parity index. 
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THE STABILIZATION FEES AND MARKETING ALLOTMENTS 


To cover operating costs and anticipated losses in the marketing of surplus 
dairy products, the Board will establish for each marketing year a stabilization fee, 
or fees, to be assessed against milk and butterfat marketed by dairy farmers. 
Thus dairy farmers will make possible the benefits they derive from the program. 

For the first year milk producers will pay a single fee of 25 cents per hundred 
pounds of milk marketed. In succeeding years, a single stabilization fee also 
will be used—if total production is held reasonably in balance with the domestic 
market requirements, and if the total cost of operating the program can be financed 
with such a single assessment of 25 cents or less per hundredweight. 

If the cost of operating the program should in subsequent years require an 
assessment of more than 25 cents per hundredweight, a system of marketing 
allotments would be used. 

The marketing allotments would be assigned to individual farmers and would 
represent their proportionate share of the national domestic market for milk and 
dairy products. Every dairy farmer would receive an allotment of the same per- 
centage of his production as every other dairy farmer. For milk or cream deliveries 
within the allotments, a stabilization fee of 10 to 15 cents per hundredweight would 
be assessed. A second and higher fee would be assessed against marketings of 
milk and cream in excess of the allotments. This method of financing will assure 
maximum returns to producers who hold their marketings of milk and cream 
within their allotments. Producers who increase their marketings above their 
allotments would thus receive a lower net return. The surplus thrown on the 
market by such producers, however, would not lower the returns to producers 
who balance production with their share of the market. 

The stabilization fees—whether on milk within the allotment or in excess of 
the allotment—would be deducted by the first receiver. It, therefore, would in 
no way affect local marketing arrangements. There is provision in the program 
for the entry of new producers and for the transfer of allotments from producer 
to producer. The bill does not exempt any dairy farmer from the program for 
any reason, including size of herd. With growing population and the expanded 
market for products, it is doubtful if marketing allotments would ever be lower 
than present production. This means that increases in production per farm would 
governed by the total demand for milk and dairy products. Such a program 
would accrue to the benefit of all dairy farmers and would not-in any way impede 
progress toward greater efficiency in production. 

The stabilization fees and the price support level will be announced prior to 
April 1 of each year. 

None of these figures need be a surprise to dairymen. Anyone can calculate 
the approximate price and the approximate stabilization fees by watching total 
milk production, purchases for price support, and returns from the disposition of 
surplus products. These figures are readily available in official publications of 
the United States Department of Agriculture. 


THE REFERENDUM 


The self-help program was developed by dairy farmer leaders. Its purpose is 
to make effective a plan for supporting milk prices that is more satisfactory than 
the present Government program. 

It will be made effective only if approved by Congress, signed by the President 
of the United States and then approved by a majority of dairy farmers voting in 
a nationwide referendum. : 

In voting, dairy farmers will have the choice—self-help or the present Govern- 
ment price support program. 

Since the great majority of milk and cream producers market their products 
through cooperative associations, and thus prefer to make their decisions on 
marketing matters through their own elected board of directors, the self-help 
referendum, too, can be handled in this manner. Using the same procedure as 
under the Agricultural Marketing Agreement Act, cooperative associations can 
vote in blocks, if they choose to do so. 
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LEGISLATIVE REQUIREMENTS 


To make the self-help program workable, it is necessary that legislation be 


enacted, as contained in the Dairy Stabilization Act of 1958. This legislation 
authorizes: 


1. A comprehensive national dairy policy. 

2. A criterion for price stabilization that includes, in addition to the assuranee 
of an adequate supply of dairy products for consumers, a fair return to producers 
consistent with that of other segments of the economy. The price for the first 
year will be established at 90 percent of parity. 

3. A Dairy Stabilization Board of 15 members appointed by the President 
from 3 nominees selected by milk producers in each of 15 Federal dairy districts. 
The Stabilization Board would have full supervision of the program. 

4. A dairy advisory committee of 12 nonproducer members appointed by the 
Secretary of Agriculture to consult with the Dairy Stabilization Board. 

5. A referendum to determine whether or not a majority of dairy farmers favor 
the program. 

6. Authority to level assessments on all milk and butterfat marketed by 
farmers to pay the cost of the program, and authority to establish marketing 
allotments to individual producers. The assessment for the first year will be 
25 cents per hundredweight of milk, and there will be no marketing allotments. 

7. Authority to collect the assessments through the Internal Revenue Service. 

8. Authority to dispose of products without the restrictions that now apply in 
Government disposal operations. 

9. Protection to dairy farmers from surpluses created by imports or other 
agricultural programs. 

10. Protection to consumers against unwarranted price increases by authorizing 
= aimee of Agriculture to initiate proceedings against the Stabilization 

ard. 


THE BENEFITS OF SELF-HELP 


The self-help program holds several distinct advantages for both consumers 
and dairy farmers. 


For the consumers it means: 

1. Freedom from the tax burden involved in Government price supports of 
dairy products. 

2. Assurance of an adequate supply of milk and dairy products at reasonable 
prices. 

3. Better markets among farmers for city-produced goods and services. 

For the dairy farmer self-help means: 

1. Assurance of optimum stabilized prices that would not condition consumers 
to unrealistically low prices for milk and dairy products. 

2. Protection from surpluses caused by imports or by other agricultural 
programs. 

3. The benefits of new and expanded outlets for dairy products. 

4. Consumer goodwill because of the demonstrated willingness of dairy farmers 
to cut free from Government dependence for their prices. 

5. Control by dairy farmers themselves, with expert and efficient management 
of surpluses, free from the restrictions inherent in Government operations. 

6. Assurance to every dairy farmer that his price will not be lowered by the 
surplus production of other farmers. 


THE SELF-HELP PLAN IN DOLLARS AND CENTS 


At what percent of parity will manufacturing milk and butterfat prices be 
established under self-help? What will the cost be in stabilization fees on milk 
and butterfat? What will dairy farmers stand to gain in dollars and cents? 
The answers to these questions are of paramount interest to every dairy farmer. 

It is anticipated that the price levels under self-help will be higher than under 
the Government program, even after deducting the stabilization fee. They will 
be higher because the standards of pricing will permit them to be higher. They 
can be higher because the cost of disposing of surplus production will be less than 
can be realized by the higher prices paid for milk and butterfat. 

Furthermore, dairy farmers have seen their prices slip under the Agricultural 
Act of 1949. On April 1, 1954, the support price of manufacturing milk was 
reduced from $3.74 to $3.15 and butterfat from 67.3 cents to 56.2 cents per pound. 
This drop was for the purpose of reducing the support level from 90 to 75 percent 
of parity. In December 1957 the Secretary announced a further drop to become 
effective April 1, 1958. The result: a manufacturing milk price of $3.06 and a 
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butterfat price of 56.6 cents.2 The President furthermore recommended to Con- 
gress in January 1958 that the lower limit be further reduced from 75 to 60 percent 
of parity, and 60 percent of pairty is approximately $2.45.? 


THE SCOPE AND INFLUENCE OF SELF-HELP 


The self-help program is an extension, on a national scale, of the philosophy of 
cooperation. It is a program, therefore, that will become effective only if ap- 
proved by a majority of voting milk producers in a national referendum. 

It is believed that with farmers operating a program for their own benefit, paid 
for at their own expense, they will do a better job of stabilizing prices and produc- 
tion than is possible under a Government program. 

The benefits of self-help will apply to all dairy farmers in all types of markets 
in all parts of the United States—because all of them are directly or indirectly 
affected by the overall dairy price level. They are all subject to the same economic 
influences. All milk and cream producers contribute to the total supply of milk 
and dairy products, and it is the effective handling of their sum total that will 
create a healthy dairy industry. 

Because of the close interrelationship between prices paid for fluid milk and 
those paid for manufacturing milk and butterfat, it is reasonable to conclude that 
the price of butterfat, the price of manufacturing milk, and the price of fluid 
milk all will be enhanced by removing excess manufactured dairy products from 
the market wherever these products originate and whenever they occur. 

Farmers under self-help will be better able to gage their production to the 
national market. Policy readjustments will have been made before acute sur- 
pluses or shortages actually occur in the market place. The stabilization fees 
will act as a deterrent when less production is needed. Similarly, a lowering of 
the stabilization fees will provide the green light for more production to meet an 
expanding consumer market. 


ALWAYS A NEED FOR A STABILIZATION PROGRAM 


There is always a need for a forward looking and expertly managed stabiliza- 
tion program, either in a surplus market, such as has existed during the past few 
years, or in a shortage market such as was experienced during the forties. 

In peacetime, balance between supply and demand can only be of short dura- 
tion, during the swing from a shortage to a surplus market or vice versa. But 
self-help wili minimize price swings, increase consumption, and raise the level of 
prices for all dairy farmers. 


LEGALITY OF SELF-HELP 


The legality of self-help legislation has been given careful consideration by the 
federation’s legal department. While the self-help plan itself is new, there are 
legal precedents for most of its provisions. 

The Dairy Stabilization Board would be an independent Federal agency. The 
right of Congress to delegate power to a Federal agency has become well estab- 
lished, the principal requirement being that standards must be prescribed for the 
exercise of the power. Standards are provided in the self-help bills. 

Delegations of power by Congress to determine minimum milk prices for pro- 
ducers in areas covered by Federal milk marketing orders have been sustained 
by the Supreme Court. The same law contains a delegation of power to main- 
tain prices for certain fruits and other products by limiting the volume which can 
be marketed in interstate commerce. 

Congress has delegated the power to assess the cost of operating the marketing 
order programs against the handlers, and this too has been sustained by the 
— Court. 

he self-help bill proposes to create an improved and orderly market for milk 
and dairy products. The cost of developing, regulating, and maintaining the 
improved market would be charged to those using the market in direct proportion 
to the use made of the market. The courts have permitted the cost of regulating 
an industry to be charged to the industry regulated provided the charges col- 
lected are reasonably related to the costs as they would be under the self-help bill. 


The CuatrmMan. What power do you put into the hands of the 
Board that would permit them to tell a dairyman, ‘‘Now you are 


2 Based on March 15, 1958, parity index. 
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producing too much milk, you have too many cows and we want 
production reduced?” 

Mr. Norton. You have the power in the Board to set the produc- 
tion allotment. 

The Cuarrman. And if Senator Hickenlooper has 40 and I have 
5,000 cows and my friend from Wisconsin here has a thousand cows, 
would the Board have the authority to come to me and in effect to 
all of us, and say, ‘‘“Milk production is too high. We have got to 
drop it down 10 percent.’”” How would you proceed to do that? 

Mr. Norton. I would give each farmer—the 3 of you would have 
90 percent of your last year’s marketing or any base that the Board 
decided to establish, that would bring this production down 10 percent, 
that is anticipated, and your farmer then would be paid on the basis 
of 90 percent of parity. He would be paid the full support price on 
any product he wanted to sell to the Stabilization Board. 

The CHarrMAN. What would become of the 10 percent? 

Mr. Norton. The 10 percent would go on to the open market at a 
greatly reduced price to the farmer with the balance being paid in 
the Stabilization Board either to take it off the market or to let it go 
on at cheap prices onto the market. 

The CuarrMan. What effect would that have on depressing the 
price? 

Mr. Norton. We don’t think it would have any. 

The CHarrMAN. Wait a minute. Let us say that it would become 
necessary for the Board to say, ‘“‘Now listen, we have got 10 percent 
too much milk produced today. We have got to reduce it to 90 
percent.” 

All right. You say that all dairy farmers, irrespective of size 
would get the support price for 90 percent of their milk? 

Mr. Norton. Yes. 

The CuatrMan. The 10 percent you say would be channeled on to 
the market. What would become of it? 


STATEMENT OF PATRICK HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION 


Mr. Heany. All of the milk must be sold on the market. The 
whole 100 percent which is produced must be sold on the market. 
Then through a system of fees, the 90 percent would be assessed a 
small fee, from 10 to 15 cents a hundredweight. 

The Cuairman. I thought you said 25 cents? 

Mr. Hwaty. We assess the 25-cent fee when there is not the 
necessity for quotas. We are now talking of the time when there is 
necessity for the quotas. 

The CHatrMan. That is in addition to it? 

Mr. Heaty. No, sir; it replaces the 25 cents. There are two types 
of assessments here: The bill provides that when the products can be 
purchased for a fee of 25 cents on all milk, then there is no marketing 
allotment. If in their estimates the Board decides that they could 
not purchase the surplus product off the market with 25 cents a 
hundredweight levied against all milk, then they put in a marketing 
allotment program which is the thing we have been talking about here. 
Under the marketing allotment program there would be a fee still 
levied against all milk. 
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The Cuatrman. In addition? 

Mr. Hraty. Somewhat less than the 25 cents, probably 10 or 15 
cents. 

Mr. Norton. Wait a minute. We have two situations. One 
where there is no 10-percent surplus. 

The Cuarrman. When you don’t have any surplus you don’t 
have any fees? 

Mr. Hearty. That is correct. 

Mr. Norton. That is correct. 

The Cuarrman. When you speak of the 25-cent fee, what do you 
mean by that? You said that a while ago at the beginning. You 
are not going to impose that right away? 

Mr. Norton. Yes. The production of milk the past year was 105 
percent of normal. In other words, we have 5 percent more milk 
than the public could use. Twenty-five cents on all milk is just 
enough money to take that 5 percent of the milk off the market. 

The Cuarrman. Now wait. That 25 cents would be imposed on 
all milk produced? 

Mr. Norron. That is correct. 

The CHarrMan. So as to take care of the 5-percent surplus? 

Mr. Norton. That is correct. 

The CuarrmMan. | want to get this in my mind for the record. 

: the 5-percent milk would then be taken over by the Board, you 
said? 

Mr. Heaty. And utilized in some manner which would not depress 
prices for the 95 percent. 

The CHatrMAN. Would you tell me in what manner that would be? 

Mr. Heaty. Yes, sir; it would be in much the same manner. 

The CHarrman. To feed hogs with it? 

Mr. Heaty. As they are disposing of it now, through relief feeding 
programs, foreign distribution. 

The CuatrmMan. Would you do that yourself? 

Mr. Heaty. Yes, sir. 

The CHarrMAN. You want to give it away to Greece or to Italy or 
to France, on your own? 

Mr. Hearty. Yes, sir. 

The CHarrMAN. As a free gift? 

Mr. Heaty. If it could not be sold. 

The CuatrMan. Pay all of the freight on it? 

Mr. Hearty. No, sir. 

The CHarrMAN. Well, that is what we do now. That is what we 
do now. We provide quite a bit of money to pay freight on all of these 
donations. 

Mr. Norton. One hundred percent of our milk at $3.75 would be a 
lot better than your paying the freight. 

The CHarrmMan. I am not saying that, I am talking about your 
program. Then you want to get the Government out. You want 
to do it yourself. You don’t want the Government to have a thing 
to do with it, and this 5-percent surplus here is what is giving us 
trouble now, now only in milk but in other commodities. 

Mr. Heatry. That is true. 

The CHarrMAN. You say you want to handle this in a way that 
will not in any manner affect the sale of the 100-percent level? 

Mr. Norton. Yes. 
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Mr. Heaty. Yes. 

The CuarrMan. This fee that you collect would be used in order to 
get rid of this milk some way, take it off the market? 

Mr. Heaty. Yes. 

The Cuarrman. By gift, donation, maybe by sale for the school 
milk program, would you envision that? 

Mr. Heaty. Yes. 

The CuarrmMan. It would have to come back into the market? 

Mr. Heaty. Not into the support operation; no, sir. We believe 
that the school milk program has merit as a school milk program rather 
than as a surplus removal program. 

The CuatrMan. So that with respect to the milk school program it 
would be carried on on a cash basis rather than giving surplus milk? 

Mr. Heaty. That is correct; yes. 

Senator Youne. You would have then to establish a quota for each 
farmer? 

Mr. Norton. Yes; if it went over 5 percent. 

Senator Younc. How would you establish this quota, on the basis 
of the previous history of operations? 

Mr. Heauy. Yes, sir. 

Senator Younc. And the history would follow the farmer or the 
farm? 

Mr. Heaty. The farmer. 

Senator Youna. It would follow the farmer? 

Mr. Heuaty. Yes. 

Senator Youne. How about a new or young farmer starting in the 
business, how would he get a quota? 

Mr. Huaty. There are authorities in the bill which allow the Board 
to establish bases for new farmers. 

Mr. Norton. There is, also, criteria for you as an old farmer to 
increase your base—takes you 3 years to do it. 

Senator Younac. The history would follow the farmer rather than 
the farm? 

Mr. Huatny. Yes, sir. 

Senator Proxmrre. On the basis of the experience in the past 5 
years, how much would your program have saved the Federal 
Treasury—have you any figures on that? 

That is, the cost of the price supports for dairy products would it 
have saved the entire cost in your judgment? 

Mr. Norton. In the last 6 years? 

Senator Proxmirr. In the last 5 or 6 years. 

Mr. Norton. No: I don’t believe so. 

Senator Proxmrre. Furnish those figures for the last 1, 2, 3, 4, and 
5 years. 

Mr. Norton. This, of course, is not counting school milk that the 
Department added in and the section 32 that they added in. We 
calculate direct purchases to the Government that were disposed of 
strictly as price-support products owned by the Department, 
amounted to $150 million. That is where we are starting from. 

Senator Proxmire. We would have saved $150 million last year, 
and perhaps more or less than that in the last 4 or 5 years? 

Mr. Norton. Yes; 2 years ago and 3 years ago it would have cost 
more than that. 

Senator Proxmrre. Or it would have saved more? 
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Mr. Norton. Would have saved more than because the percentage 
of surplus was higher than it was last year. I think we are fair in 
assuming that it would have saved more. 

Senator Proxmire. I am in favor of your bill. I think it is an 
excellent bill and a tremendous improvement on the present program, 
but I think there is considerable question about the powers of the 
Board, especially in view of the fact that each Stabilization Board 
consists of 15 elected dairymen from which the President must make 
the appointment. 

Mr. Norton. That is right. 

Senator Proxmire. So the President would have a choice of a panel 
of 45? 

Mr. Norton. That is right. 

Senator Proxmrre. However, he cannot go outside ot this group— 
he is limited? 

Mr. Norton. The President would be required to consider the 
farmers elected nominees but he is not required by the terms of the 
bill to confine his appomtments to those nominees. The bill was 
drafted in this manner to meet an objection which was raised when 
the farm credit legislation was passed several years ago. The provi- 
sions of the self-help bill follow the pattern of the farm credit legisla- 
tion in this respect. The farm credit system for appointing members 
of the Board is working very well and the President has consistently 
recognized the wishes of the farmers as expressed in their nominations. 
We, of course, would expect him to accord similar consideration to the 
farmers’ nominees under this bill. 

Senator Proxmire. So that the President would be delegating—. 
or the Congress would be delegating a degree of taxing authority to a 
group which the President did not in the fundamental instance have 
any authority, fundamental authority to designate? 

Mr. Norton. The self-help plan is based on the theory that a 

governmental agency, in the selection of which farmers would have a 
voice, would develop and maintain an improved and orderly market in 
interstate commerce for milk and dairy products. The cost of main- 
taining the improved market would be charged to the farmers using 
the market in direct proportion to the use they made of the market 
and the charges would be directly related to the actual annual cost 
of maintaining the improved market. Congress would delegate to 
the Federal Dairy Stabilization Board the more or less ministerial 
task of determining each year the amount of the marketing assessment 
needed to maintain the improved market. Similar authority has been 
delegated to the Secretary of Agriculture to determine the amount of 
assessments to be charged against handlers to cover the cost of main- 
taining improved and orderly markets in interstate commerce in the 
Agricultural Marketing Agreement Act. 
Senator Proxmrre. Have you considered the constitutionality of 
it? 
Mr. Norton. Yes, we have. We have the committee counsel here 
and committee counsel in the House, and with the Solicitor of the 
Department of Agriculture. 

Senator Proxmire. They have supported your bills constitu- 
tionality? 

Mr. Norton. Yes. 

Senator Youna. Would this be similar to the Farm Board authority 
that was established back in the thirties? They were given authority. 
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Mr. Norton. They were not given any authority to make deduction 
from farmers’ returns. In other words, if they were to be financed at 
all, they had to come back to Congress for deficiencies or initial 
aOR ey. 

enator Younc. They were given authority, as I recall, to establish 
the price-support floor and to purchase commodities and to sell 
commodities weren’t they? 

Mr. Norton. Yes. But I think that the basic authorities, they 
had no way except through direct appropriation to finance themselves. 

The CuHatrMan. In respect to the CCC costs of price-support pro- 
grams, as Senator Proxmire mentioned a moment ago, I notice here 
that the CCC costs of the price support program for dairy products 
from July 1 of 1953 through November 30 of 1957 was over $1,410 
million, almost $1,411 million. 

Mr. Norton. Well, I do not agree with all of the figures submitted 
to Congress by the Department of Agriculture. Not that it makes 
any difference, but they are a little high, unless section 32 amounts 
have been eliminated from those calculations. If they have the 
figures and substantially connect. 

The CuarrMan. What do you mean, you do not agree with them? 

Mr. Norton. I do not thik for instance, a section 32 program, 
that the Department might call for livestock a surplus removal pro- 
gram and $50 million for dairy products should be called price sup- 
port. I think they are one and the same thing, and you have to add 
that in the same column. 

The Cuairman. Well, your contention is that the figure I have 
just given includes meat products? 

Mr. Norton. No. No; I did not say that at all, Senator. I did 
not mean to infer that, either. 

I meant we did not agree the figure for direct price support was 
quite that high. 

The CuarrMANn. What are you saying about the 32 funds? 

Mr. Norton. They have added in that figure, the section 32 funds 
that were used for dairy products, and all I am trying to do is dis- 
tinguish between what they call a program for livestock and what 
they call a program for dairy. 

Senator Tou. Mr. Chairman, I think the difference he is trying 
to bring out is: 

In 1956, I think it was, the Federal Government bought over 
800,000 head of cattle, but that was not termed a price-support 
operation. 

The CuarrMaNn. But it was not included, as I understand in this 
$1,400 million plus figure. 

Mr. Norton. Dairy was. 

The CuarrMan. Yes, dairy. 

I am not going to go into any details about that. 

Mr. Norton. That figure is some place around there. 

Senator Youne. Could I ask a question at this point? 

The CuarrMan. Surely, Senator Young. 

Senator Young. Have you any figures on now much the price of 
milk to the consumers dropped in the larger cities in the United States 
after the price support dropped in the spring? 

Mr. Norton. Yes, sir. We have just completed a survey of all 
of our organizations. Now these figures that were collected represent 
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all the major markets in the United States, Senator. And we found 
that in the case of fluid milk, that only in 5 markets of the 54 that 
were returned was there any lowering of the price of milk delivered 
to the home, or in stores. In other words, if the milk price was 21 
cents in March, it was 21 cents in April. 

Senator Youna. In other words, the price to the farmer dropped, 
but the consumer got none of it? 

Mr. Norton. That is right. 

In only 8 of the 54 markets had the price of butter gone, let’s say, 
from 70 cents to 68 cents, which is the reflection of the 2-cent drop 
to the farmer. 

Senator Humpurey. Eight out of how many? 

Mr. Norton. Eight out of 54. 

Senator Humpurey. What market areas were those? 

Senator HickENLoopErR. How are you going to correct that? 

Mr. Norton. We are not trying to correct it, Senator, all we were 
trying to show is that the dairy farmer had taken a complete loss on 
the drop, which we predicted he would do, too. 

I would be glad, Senator, to furnish you a complete breakdown on 
the markets involved. 

Senator Humpurey. I was only interested as to whether or not 
those markets were, let’s say, the eastern markets? 

Mr. Norron. They are all over the country, from Los Angeles to 
Boston, Florida, Texas, Minnesota, Wisconsin. 

Senator Humpurey. The eight markets, were they clustered at all? 

Mr. Norton. No, I cannot remember, I cannot recall just offhand 
where they were located. 

Senator Humpnurey. I had not heard anyone indicate that there 
had been any substantial saving to the consumer as a result of the 
drop of the producers price even though that was one of the points 
that was emphasized by the Secretary when he—— 

Senator Humpurey. When he cut the milk supports. He said this 
would reduce prices to the consumer. 

Mr. Norton. There has been no savings to consumers. Now we 
asked in this same survey that the organizations supply the same 
information for last year of these 2 comparable months, so that we 
could determine whether or not this might have been a seasonal drop 
that incurred and had no relationship to the price support program 
at all. And in the fluid milk markets, the bottle milk, we found there 
was a direct relationship to the seasonal decline in milk anyway, that 
this actually had happened the previous year exactly in the same 
manner. 

Senator HickENLooperR. Don’t you have a situation here in this 
milk shed where, at least in certain territories close to Washington, 
they are forbidden by law to sell their milk at less than a certain price? 

Mr. Norton. Well in Virginia, I think you have the State dairy 
commission who set retail prices as well as minimum producer prices. 

Senator HickenLoopEr. I think we see advertisements in the paper, 
“Tf we can sell our milk cheaper and not violate the law, we will do it.” 

Mr. Norton. If you have time, I would like to explain that t» you, 
too. If aman is buying milk and paying a farmer $3.60, which is 10 
cents over the blend price, he certainly is going to be in a position to sell 
milk cheaper than you as a distributor who are paying $4.50 for class I. 
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This is a skin game, this advertising about how much milk he 
could sell at this lower price, that goes on in many markets across 
the country. But if you are going to return to the dairy farmer his 
classified pricing for milk, this fellow cannot buy it for 10 cents over the 
blend, and reflect onto another dairy distributor that he is doing 
a better or more efficient job. 

; Senator HickENLOOPER. I do not know about it, all 1 know is what 
see. 

Mr. Norton. That is what happens. 

Senator HickeNLoorerR. But the fact remains, there is a legal 
prohibition against selling milk at less than a certain price? 

Mr. Norton. In the State of Virginia they have a retail pricing law. 

The CuarrMan. Now going back to the surplus production, as 1 
understand it, your Board would have to be faced with the conditions 
that now prevail? 

Mr. Norton. That is correct. 

The Cuarpman. If there is a 5 percent surplus, the Board will be 
compelled to impose the fee immediately on all milk produced so as 
to take care of this possible loss that may be sustained in the disposition 
of this surplus? 

Mr. Norton. That is correct. 

The CHarRMAN. Well now, what have you in the law, or what 
power do you vest in the Board, that would give them the authority 
to regulate milk production so as to come back within the consumption 
estimates? 

Mr. Norton. That would be your installation of a marketing 
allotment. 

The CuHarrmMan. There would be nothing there to make him feed 
less to his cows and possibly reduce the number of cows? 

Mr. Norton. No. 

The CuarrMan. Nothing like that. 

Mr. Norton. No, not at all. 

The CHarrMaNn. You know, that has been the trouble, according 
to the Department. Milk production cannot be held within bounds. 
In order to do that, you would have to either feed the cows less or 
reduce the number. 

Well now, suppose you meet with situation like this, Senator 
Humphrey there is an expert milk producer— 

Senator Humpnrey. Thank you. 

The Cuarrman. And he feeds his cows a certain feed, and he may 
do a little better than I would—I am sure he would anyhow, in that 
line anyhow [laughter]|—but is there anyway by which, I won’t say 
“punish,” but to put fear or restrain someone who would otherwise 
go out of bounds in overproducing milk? 

Mr. Norton. Not at all. 

The CHarrMan. Not at all? 

Mr. Norton. No. 

The CHarrMan. In other words, you would leave the door wide 
open to the milk producers to get all he can out of the cows and get 
the best cows he can? 

Mr. Norron. It would always pay him to get the best cows he can. 

The CuarrMan. I understand. In other words, what I am trying 
to find out is whether or not there is anything in the law, whether 
your Board will be authorized in any manner to curtail production 
so as to have your consumption and your production in balance. 
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I understand that is the purpose of this. You say you can do it 
better than the Government can, and I am just wondering how you 
can attain that goal? 

Mr. Norton. There is a mechanism in the law, this proposed law, 
which would regulate milk production as a whole. 

a your original question was between you and the Senator, 
as 

The CHarrMAN. You know what I meant. 

; Mr. Norton. No, I thought you were speaking of an individual 
armer 

The CuarrMan. No, I am talking about the production of milk as 
a whole. 

Mr. Norton. If you are, that is different than the production of 
an individual farmer. 

The CHarrMAN. What would make the milk production more, 
would be for him to do like some cotton farmers do, or some rice 
farmers do, just put more fertilizer and better cultivation and produce 
twice as much as the neighbor, or a third more. 

Mr. Norron. No, I thought you had in mind a situation where 
the Board could single out a farmer 

The CuarrMan. No. 

Mr. Norton. For a base—— 

The CHarrmMan. No. Our trouble in the production of milk, I 
mean, in this milk program and other programs, has been the ambition 
of farmers—which I am not against because I really believe that in 
time to come it is going to help us out, when our population grows 
and our land keeps on depleting, and you have less and less acres to 
cultivate—but the thing that has caused quite a lot of trouble to the 
Department of Agriculture has been that inability to keep production 
of milk within consumption. ‘They cannot curtail the milk production, 
- they say, and now I am wondering if there is any device in your 
aw 

Mr. Norton. There is such a device. 

The CHarrMan. What is it? 

Mr. Norton. That is the marketing allotment that would be 
assessed on each farmer after he got above the 105 percent level. 

The CuarrMan. You mean penalize him for any milk he produces 
in excess? 

Mr. Norton. That is correct. Over his quota, or allotment 

The CHarrMANn. Well now, you would have to fix that the moment 
that production is over consumption? 

Mr. Norton. That is correct. 

The CuarrMaANn. You start off, though, assuming everyone is going 
to produce whatever he can at the moment, and then if the amount 
of production is 2, 3, or 5 percent above consumption, then is when 
you come in and impose these fees? 

Mr. Heaury. That is right. 

The CuarrmMan. Through that process you hope to curtail pro- 
duction? 

Mr. Norton. That is correct. 

The Cuatrman. Am I right in that? 

Mr. Norton. Yes. 

Senator HickENLoorerR. Mr. Chairman. 

The CaarrMan. Senator Hickenlooper. 
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Senator HickENLoopeER. I am a little confused about this. So far 
as efficiency on the part of a farmer, would that not be penalizing a 
farmer for efficiency? In other words, suppose each of two farmers 
have a base set this year stating how many hundredweight of milk 
they can each market—well, one farmer next year adopts improved 
and advanced methods and he can produce 10 percent more milk 
out of his cows than the other. 

The CHartrMaAn. The same number of cows? 

Senator HickENLoopER. The same number of cows. And the other 
fellow who does not use these advanced methods keeps producing the 
same amount. The efficient fellow has to either get rid of cows, or 
be penalized. I mean, he has to cut down his herd if he wants to 
produce more milk per cow. Is that true? 

The CuartrMan. That is why I tried to use the individual to draw 
that out, but what I had in mind was, how would you attain it in 
the whole milk industry? 

Mr. Norton. By a series of marketing allotments on each indi- 
vidual farmer. 

Senator HickeNLooprrR. We get back to the same thing; you can 
only market so much milk, and if he produces more milk out of the 
same number of cows next year, then he is penalized because he 
exceeds his quota. 

Mr. Norton. Senator, there are two facts here I think that we 
should talk about, probably. No. 1, we proposed in the next year 
there will be no more surplus in the national gross milk market than 
there was last year. We think that is a fair assumption because you 
do not start milking cows, the same as you raise corn or wheat, 
overnight; it takes you a little time to get into production. So, for 
the first year this is not going into the boundless area. 

No. 2, it is impossible for a man to take a cow and increase its 
production 10 percent. Now actually, it is possible to increase it 
about 2 percent. So if we stay within the realm of possibility——— 

Senator HickeNnLooprr. I do not know what is possible, I do not 
know too much about the dairy business. I do not know how much 
it is possible for a man to increase production—— 

Mr. Norton. That is what scientists tell us. 

Senator HickENLooper. But I know that some farmers are pro- 
ducing hogs for market now in almost half the time they used to. 

The CuarrMaAn. And chickens. 

Senator HickeNLooprr. And chickens. And 5 years ago they said 
it could not be done. 

Mr. Norron. I have not seen a dairy cow that could be brought 
into production in less than 2 years. 

Senator HickENLooper. I was not talking about that, I was 
talking about feeding—— 

The CuatrMan. Are there any more questions? 

Senator HickeNn.Loorper. I have 1 or 2 questions I would like to ask. 

The CuarrMan. I would like to place at the beginning of the hear- 
ings the bill S. 3125 by Senator Humphrey for himself and Senator 
Wiley and Senator Proxmire, and the reports from the Department of 
Agriculture and the Department of Commerce on that bill. 

(At the request of the chairman the bill and the documents referred 
to were placed at the beginning of the hearings.) 
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The CuarrmMan. Now I wish to also state that Senator Proxmire 
had a bill similar in nature in his overall omnibus bill that we discussed 
here last Thursday, and it was understood that the hearings today 
would develop facts as to S. 3125 and such additional facts or sections 
that may differ from what we have in the bill before us. 

Senator HickENLooper. I have just a couple of questions. 

I understand you propose that a milk-production quota be estab- 
lished for each producer? 

Mr. Norton. Only after milk production is anticipated to exceed 
105 percent of the needed quantity for domestic use. You see, the 
25-cent fee that the Board would establish the first year would take 
care of the 5 percent surplus that now exists. So for year No. 1, 
there would be no quotas established at all. We presume that the 
25 cents would take care of the production that is now present on the 
domestic market. 

Senator Humpnrey. That is based, is it not, Mr. Norton, upon the 
analysis of production figures over the last 2 or 3 years? 

Mr. Norton. That is correct. 

Senator Humpurey. So it is not just a guess, it is as reasonably and 
accurate an estimate as you can get out of the existing production 
statistics? 

Mr. Norton. That is correct. It is exactly the same estimate 
that the Department would use to ask you for an appropriation of 
funds to CCC. Exactly the same. 

Senator HicKENLOoPER. When you reach 105 percent of domestic 
needs, you begin to establish the quotas, is that correct? 

Mr. Norton. No, we have to go over the 105, Senator, because 
25—— 

Senator HickENLOooPER. Where do you stop? 

Mr. Norron. At 106 percent. 

Senator HickENLOOPER. 106 percent? 

Mr. Norton. Yes, sir. 

Senator HickENLooPER. You get to 106 percent, and then quotas 
are put on each farmer. 

Mr. Norton. Each farmer, yes, sir. 

Senator HickENLoorER. And that is each producer in the United 
States. 

Mr. Norton. That is correct. 

Senator H1ickrenLooprer. Now this surplus, if he lives within his 
quota, then he gets the benefit of this support price? 

Mr. Norton. Yes, sir. 

Senator HickenLoorer. If he exceeds his quota, he gets the benefit 
of the support price on the quota, is that correct? 

Mr. Norton. That is correct. 

Senator HickENLooprerR. And on his surplus, he turns it over to the 
Board or—what does he do with it? 


Mr. Norton. He would market that exactly the same place he 
markets it now. 


Senator Humpurey. Only he is penalized? 

Mr. Norton. Only he is penalized on the quantity over his quota 
that he delivers. Let’s say he would take—what figure did you use in 
your calculations? 


Mr. Hearty. He would be assessed a fee on the surplus of about 
$2.53 per hundred pounds of milk. 
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Senator HickenLoorrer. A hundred. 

Mr. Heary. One hundred. 

Senator HickenLooper. That is on the surplus over and above his 
quota? 

Mr. Heaty. Over and above his quota. 

Senator Hickentooper. Let’s take, for the sake of argument, a 
case where there is 10 ee more milk produced than we can use, 
and it is marketed, as I understand you to say, through the regular 
channels. 

Mr. Hearty. That is correct. 

Senator HickENLooPER. It would seem to me inevitable that it 
would depress the market. 

The CHarrman. That is the point I made a while ago. 

Mr. Hearty. No, sir. 

Senator HickENLooPER. Being forced on the market, or being put 
on the market. 

Mr. Heaty. The Stabilization Board would stand ready to buy 
surplus just as CCC buys surplus now. 

Senator Hicxentooper. All right, they would step in and buy 
surplus in order to keep the market at a desired level? 

Mr. Heaty. That is correct. 

Senator HickeNnLoopmr. Now then, I am not clear as to what you 
are going to do with that surplus? 

Mr. Heatry. The surplus, in the first place, would be completely 
insulated from the market which is not the case at present with the 
Government-held surpluses. ‘They are available to the market if the 
market needs them. The market would be insulated from these 
surpluses so that they in themselves would not depress market prices. 
That is No. 1. 

No. 2, they would be disposed of through programs such as the 
Government is now using to dispose of their surpluses. 

Now, I think it should be noted here that the Government at the 
present time is doing a very good job in their disposal programs. 
Their problem has been they did not start soon enough, and they 
have spent the last 2 years attempting to catch up. They are holding 
their own now, which indicates to us that this Board could find 
sufficient outlets for the surplus which it would have at its disposal. 

Senator HicKENLOoPER. Well now, let’s see then. The Govern- 
ment insulates the surplus that it buys from the market? 

Mr. Hearty. The Board would. 

Senator HickeNnLooper. But what does it do with it? You say it 
puts it into school lunch programs——- 

Mr. Heaty. Relief feeding programs, foreign distribution, the same 
identical disposal programs that are used by the Government today. 

Senator HickenLoorger. Now, the cost of the disposal of that 
surplus, under your theory, would come out of this fee or charge, or 
penalty, that is assessed? 

Mr. Heaty. That is correct. 

Senator HickeNLoopgErR. And that is your theory? 

Mr. Norton. That is correct. 

Senator HickentooprrR. The penalty on the surplus milk would 
pay the cost of disposal of the surpluses which might occur? 

Mr. Norron. Yes, sir 

Mr. Heaty. That is correct. 
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The Cuarrman. No cost to the Federal Government? 

Mr. Norton. That is right. 

Mr. Hearty. That is right. 

Mr. Norron. I might say this, Senator, we have used exactly the 
same cost figures in calculating this as the Department themselves 
have used in their own program, so we do not think that it would cost 
us any more than they have paid in the past. We have based all of 
our calculations on exact operational numbers that have been used 
in the past. 

Senator Humpurey. Would you yield, Senator? 

Senator HickENLOoopPER. Yes, go ahead. 

Senator Humpurey. I just want to follow up on your point because 
this intrigues me, too. 

Go ahead. 

Mr. Norton. All I say is we have calculated this loss, this fee, this 
deduction, assuming 100 percent loss on every nickel’s worth of 
product the Board takes, which is not quote the truth. We would 
get a little recovery. 

Senator Humpnurey. If the Senator will yield at that point, the 
question I wanted to ask was, would it not be possible for the Stabili- 
zation Board to sell to the Federal Government, for example, milk 
that it needs for the school milk program? 

Mr. Norton. Oh, yes. 

Senator Humpurey. Would it not be possible for the Board to sell 
to the Federal Government whatever milk, or powdered milk it might 
need for overseas programs? 

Mr. Norton. That is right. 

Senator Humpurey. After all, there are some of these things the 
or ergy is doing that they are not merely doing to dispose of 
milk. 

Mr. Norton. That is correct. 

Senator Humpurey. I would gather that the school lunch program 
would be here for our schoolchildren even if we had a little difteulty 
getting hold of some food. 

Mr. Norton. That is right. 

Senator Humpurey. I hope the Congress is not saying that in case 
we have a bad year in American agriculture, we are going to stop the 
school-lunch program. Because if you are, you are going to have to 
upset an awful lot of home routines, and you are going to deny a lot of 
children a good amount of food that they ought to have. 

The Cuarrman. I know, Senator, but the point is that Mr. Norton 
starts with the premise that this will not cost the taxpayers a nickel. 

Mr. Norton. In support operations. 

The Cuarrman. All right, but if you get the Government into 
buving off the surplus. 

Senator Humpurey. The Government would not necessarily have 
to buy off the surplus. It may go right in and buy in the normal 
market. 

The CuatrmMan. No; but you are assuming, though, that the milk 
distribution, that is, dairy products and raw milk would be normal 
and will include all those entitled to it. I would imagine that the 
Government would have to get its milk for the school program out 
of the regular allotment and not thus surplus. Am I right in that? 

Mr. Norton. Oh, no, it could get it any place it so desired. 
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The CHartrMan. That would have some effect, as Senator Hicken- 
looper points out, and I point out, in the price structure of the milk. 
It is bound to. 

Mr. Norton. There is no question, it is bound to. Let me give 
you the reverse situation now. 

In 1951 and in 1952 there was not a surplus of milk. One hundred 
percent of the milk that was produced was used in domestic or salable 
channels, it was not sold to the Government. Each of those 2 years 
the Department of Agriculture used section 6, that is school lunch 
funds, and section 32 money to go out in the open market, on com- 
petitive bid at high prices, and buy the product for those established 
outlets. This is not new. 

The CuartrmMan. Well, I know, but that is what I am saying to you. 

Mr. Norton. And it was not a price-support operation at all. 

The CHarrmMan. That is what I am saying to you, in order to make 
this effective the Government would have to do that very thing and 
not deal with the surpluses. I can envision a time when, if your sur- 
plus grows, you are going to have some people coming here to get the 
Government into the business again, to buy, notwithstanding the 
fact that you are imposing these fees in order to repay to the Govy- 
ernment such sum as you may borrow in order to make this operative. 

Now you mark what I am telling you. 

Mr. Heaty. It makes little difference, Senator, whether the Govern- 
ment comes to the Board for this food or takes if off the market, 
because there is only so much food there on the market, and if the 
Government wants a school lunch program and goes into the market 
for cheese and butter, then it is just that much less cheese and butter 
that the Board has to buy. 

The Cuarrman. I understand that, but when you figure your con- 
sumption requirements for milk you take schoolchildren, you take 
everyone in consideration, your entire population. Now, for instance, 
the Army program is to give milk over and above that which they 
would normally consume. 

Would you want to do the same thing with the schoolchildren? 

Mr. Norton. Let’s see if I understand. 

The CuatrMaANn. That is what you would have to say. 

Mr. Norton. Senator, are you saying, so I can understand what we 
are doing here, that the program that is now instituted for the Army, 
the minute this program would go into effect, would be discontinued 
because it is a price-support operation? 

The CHArrRMAN. It should be, and for this reason, that we have 
the Army program on this basis, that the dairy products and milk 
must be over and above that which they normally consume. Now in 
making your quotas, in making your survey of the needs of milk 
for the entire operation, you will certainly have to figure on normal 
consumption. 

Mr. Norton. Yes, that is right. 

The CuatrMan. Now this other figures on abnormal consumption, 
that is, over and above that which they would normally use and buy 
for the Army, or for the schoolchildren. 

Mr. Norton. But you would stop those programs in this instance? 

The CHatrMAN. How is that? 

Mr. Norton. You would stop these programs in this instance? 

The Cuatrman. When I am told as a member of this committee, 
“You give us this $350 million credit, the Government is getting out 
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of it,” I certainly do not want the Government to get back into it. 
I want to keep it out of that altogether. I do not want the Govern- 
ment to have to buy a dime’s worth for school lunch unless it wants 
to. I do not want the Army to spend a dime unless it is through the 
regular channels. 

‘Senator Humpurey. Senator, may I point out that the Govern- 
ment buys a good deal of furniture, ‘but it does not buy it to support 
the price of furniture, it buys it as a customer. And I think some- 
times we buy too much. 

The CuatrMan. I agree with that. 

Senator Humpurey. My point about the milk consumption is that 
if the Government has as a public policy a school-lunch program with 
milk in it, the Government is just another customer, just like John 
Doe or Joe Bloke. And if it has an Army, or an armed-services 
program, to give the fellows in the armed services as much milk as 
they have beer, then I think that is another program, too, that is 
just public policy. 

The CHarrmMan. But, Senator, we have two milk programs, as I 
understand, one bought with dollars and the other because you have 
surplus. You do not want to do that now, you do not want to do both? 

I am saying what the Government ought to do, or will do, I presume, 
is to buy the milk it needs through the regular channels. I am not 
against this. 

Senator Humpurey. And what it needs depends on what we will 
legislate as to programs and uses. 

The CHarrMan. We give much more to the Army because it is 
surplus, that is why we give it. 

Senator Humpurey. I never heard of anyone in the Army getting 
sick from drinking too much milk, Mr. Chairman. 

The Cuarrman. What I mean is, and I do not want to be facetious 
about this, what I am saying to you is we have a lot of dairy-products 
programs here because they are in surplus, and for no other reason. 

Senator Humpurey. But we have, we happen to have, a greater 
consumption of milk because of the fact that there was a surplus which 
opened up the eyes of some people in Government that this was a good 
healthful food which could be used. Now we, for example, did not 
have any school-milk program for years for our schoolchildren, and 
because there happened to be a surplus of milk we did institute about 
$75 million a year for the school-milk program. Well now, the only 
thing you can say is that for about 100 years we were blind, and 
finally we got our eyes opened. Now I do not want to see the Govern- 
ment of the United States close its eyes again in case the milk stabiliza- 
tion program goes through, this self-help program, and quit buying 
milk for these schools. 

The CHarrMan. No, but I do not want the Government to come 
in and bail out the Board, either. 

Senator Humpurey. I do not think they are asking for that. As 
I understand this——— 

The CuarrMan. I do not know, I want to clarify it and be certain 
that if a program of this kind goes into effect it will keep the Govern- 
ment out forever. That is the plea. 

Senator Humpurey. Mr. Chairman—— 

The CuHatrMan. That is what you say. 

Senator Humpurey. Mr. Chairman, as I understand it, the cal- 
culations are made on the basis that the surplus that the Stabilization 
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Board may take over as a result of the accumulation of penalty fees 
upon the marketing quota allotment as well as that over the quota, 
that that sum of money will take care of the surpluses, and you could 
cancel it off as 100 percent loss, and it would be self-financing. That 
is the argument of the National Milk Producers Federation. 

Now my point was that I believe that they have been overly con- 
scious and conservative in their estimates because I am convinced 
that the Government would be still a great customer for milk over 
and beyond what they have calculated in their allotments and quotas 
for individual farmers. 

Now that is a matter that Senator Hickenlooper was pointing to 
earlier, trying to get some clarification on. In other words, the 
Government would still buy milk for the school-lunch program, and 
we might expand—— 

The CHarrMan. The same as it buys anything else? 

Senator Humpuarey. Sure. In other words, the Government 
becomes just another customer. 

The CuarrMan. Not another, it becomes the same customer it used 
to be. I remember, when I fathered the school-lunch program. 

Senator Humpurey. Yes, sir. 

The Cuarrman. It is there in the program and we provided the 
cash. 

Senator Humpurey. That is correct. 

The Cuarrman. We go in the market and buy. But later on, 
because we had surpluses dangling over the market, we said in addi- 
tion to the cash we will give you so many pounds of butter, or so 
much worth of this, out of the surpluses, you see. 

But I do not want to expand that kind of program. 

The CuarrMan. You should not get the Government into the posi- 
tion of having to assist you in buying the surpluses from you. That 
is what I am talking about. 

Mr. Norton. We want the Government to buy just exactly what 
they want to buy. They can buy it in the open market or they can 
buy it from the Board. 

Senator Humpnrey. That is the point. 

The CuarrMan. If that is your understanding of it, why, I have 
no other questions. 

Does anyone else desire to ask any questions? 

Senator Proxmrire. I would like to ask Mr. Norton, if he would, 
to supply for the record, with the permission of the chairman, his 
estimates on the saving that this program would accomplish for the 
Federal Treasury? 

Mr. Norton. Yes, sir. 

Senator Proxmire. Since 1950. 

The Caarrman. In that connection, I wish he would give us what 
he estimates the losses were, because as I pointed out a moment ago, 
the losses were approximately $1,411 million, and he questions that 
figure. 

Mr. Norton. You just want us to supply the figures of what we 
think it is? 

The CHarrMaNn. In other words, you questioned the amount of 
$1,411 million, and I would like an explanation from you as to what 
the difference is. 

Mr. Norton. We would be glad to furnish it. 
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The CuatrMAN. I myself questioned Mr. Benson some time ago 
on this, and Senator Humphrey; we got into the doghouse for doing it. 

Senator Humpnrey. I recall we did. 

The CuHarrMan. I would like to find out, firstly, though, how it is, 
what is the difference between the figures that 1 gave you and your 
own figures as to losses sustained. 

Mr. Norton. We would be very happy to do that. 

(The information is as follows:) 


Net realized cost to CCC of dairy price-support programs 


{In millions] 


























| Fiscal years ended June 30— 
cals aa a ia a __| Total 
| | | 
1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 
! } ae | na 
Purchase cost... | $8.3 | $160.7 | $527.4 | $258.0 | $261.6 | $300.0 $310.1 | $1, 826.1 
Carrying charges. .-. | -9| 93] 60.9) 37.6 lL 26.2| 28.1) 15.7 178.6 
Total cost. _. | 9.2| 170.0| 588.3 | 295.5 | 287.8 | 328.1 | 325.8 | 2,004.7 
Proceeds from sales and other re- | 
coveries._.___. s | 84] 66.0] 1639) 435 | 70.0 | 118. 4 | 77.8 | 548.1 
Net cost to CCC.. | .7| 1040] 424.5 | ee 217.8 | 200.7| 248.0/| 1,456.6 
Inventories _- .1| | 7S = -5 | 146.5 | 147.1 
Net cost less inventories_ Pee | 103. 9 | 424. 5 | 251.9 | 217.8 | 209. 2 | 101.5 1, 309. 5 


j 





Note.—Computed from unrounded figures. 


Source: Report of financial condition and operations as of June 30 through 1957 and Mar. 31, 1958, Com- 
modity Credit Corporation, Commodity Stabilization Services, USDA. 


Senator Humpurey. Before Mr. Norton leaves, I merely wanted to 
note I was informed the District of Columbia stores did reduce butter 
prices about 2 cents a pound right after the Benson announcement in 
the District of Columbia. But I have no information as to what they 
have done since. But I thought rather than to leave this record 
uncertain—— 

The CuHatrman. I buy butter, and they are up to the same price as 3 
months ago. There is no difference, they went back. 

Mr. Norron. They also increased the price of ice cream about 4 
cents a gallon. 

Senator Humpurey. There are a lot of ways to skin cats. 

Senator Young. Mr. Chairman, I would like to ask a question of 
Mr. Norton before he leaves. 

The CHAIRMAN. Senator Young. 

Senator Younc. What is the average number of milk cows kept by 
the average farmer? 

Mr. Norton. Seven. 

Senator Youna. Seven? 

Mr. Norton. Seven is the average cow per farmer in the United 
States. 

Senator Youne. And in the milk program you are dealing mostly 
with the smaller farmers; aren’t you? 

Mr. Norron. Yes; your smaller farmers are by far in the majority. 

Senator Youna. I think that is very important. Because this is 
one way in which we can help the smaller farmers through milk, wool, 
and other similar programs. There are certain types of farming 
practices that fit into the smaller operations and quite successfully 
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If you want to preserve the smaller farms in America, this is one way 
you can do it. 

Mr. Norton. That is right. 

The Cuarrman. All right. Thank you. 

Any further questions? 

Mr. Newsom. 

Mr. Newsom, we are glad to have you again, sir. 

Mr. Newsom. I may have some trouble, and I would like to have 
Mr. Gordon Zimmerman here with me. 

The CHarrMan. All “bureaucrats” are entitled to have their help 
with them. We have them in Government as well as outside of 
Government. 

Mr. Newsom. We will pass that one. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Mr. Newsom. Mr. Chairman and members of the committee, we 
have a prepared statement, of which I presume each of you have 
copies now. 

(The statement referred to is as follows:) 


We appreciate the opportunity of presenting to this committee the views of 
the National Grange with respect to the dairy situation and more particularly 
with respect to 8. 3125—the proposed Dairy Stabilization Act of 1958, which 
has frequently been referred to as the self-help dairy program. 

As I mentioned during my testimony before this committee last week in con- 
nection with other commodity programs under consideration, we in the Grange 
recognize, and are grateful for your willingness to consider new programs of great 
potential benefit to farmers and the Nation. 

The National Grange favors the proposed dairy stabilization program, with its 
self-help features, as set forth in 8. 3125. Over a period of more than 2 years, 
we have worked closely with the National Milk Producers Federation in the 
preparation of this proposed legislation. We do not claim it is a perfect bill. 
When it was introduced last January, it represented our best thinking on the 
subject at that time. Since then, however, events and further discussions have 
led us to believe it can be improved by certain revisions, which I shall suggest 
later in my testimony. 

As far as the Grange is concerned, we welcome recommendations which have 
for their purpose a better Dairy Stabilization Act. It is our hope that S. 3125, 
with certain amendments, can be made a part of a successful omnibus farm bill 
covering several commodities, during the present session of Congress. 

We are aware that the proposed Dairy Stabilization Act represents, to a con- 
siderable degree, a new concept in farm program development. It would be, in 
many ways, pioneering legislation. For example, the act would permit milk 
producers to finance, in large measure, the operations of the dairy program. To 
this extent, it would be a self-help program. 

As a corollary to their financial investment in the program, the producers would 
gain certain marketing benefits, including the establishment of a producer-oriented 
Dairy Stabilization Board to administer the program. The income position of 
dairy farmers would be improved. 

We believe it is time for a change in a number of our programs—time to work 
with new and promising alternatives to the present system. We do not advocate 
change just to be changing—but to move out in new directions that are more 
realistic, more serviceable, and more nearly suited to the requirements of the 
situation now facing us and lying still ahead of us. 


TRENDS AND PROSPECTS 


The trend of milk production in the United States since 1940 has been steadily 
upward. Last year it reached a new high of 126.4 billion pounds. Another new 
record is being forecast for this year. 

Last year’s high production was achieved with the smallest number of milk 
cows on record dating back through 1924. 
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The point, of course, is that annual output per milk cow is increasing. It has 
increased every year since 1944. It exceeded 5,000 pounds per cow for the first 
time in 1947. It passed 6,000 pounds in 1956, and last year it reached a record 
high rate of 6,162 pounds per cow. 

There is every reason to expect that this upward trend of milk production per 
cow will continue. 

This increased production—per cow and total volume—is coming from fewer 
farms. The 1954 census reported less than 3 million farms with milk cows—a 
decline of nearly 700,000 from the previous census of 1950. 

All farms with milk cows do not sell milk or cream. The 1954 census reported 
that 934,000 farms sold milk, and 541,000 farms sold cream. At the time of the 
1950 census, 1,097,000 farms were selling milk and 862,000 farms were selling cream, 

In other words, fewer farms and fewer cows are producing more and more milk 
every year. We have not begun to reach the limits of this kind of production 
efficiency. 

Unfortunately, dairy-marketing efficiency in the United States—at least from 
the standpoint of the producer—has not kept pace with production efficiency. 
The average American family is spending a smaller percentage of its food budget 
on dairy products now than it did 10 years ago. Per capita consumption of 
butter is down. Per capita consumption of fluid milk and fluid cream is just 
about holding steady. Last year, according to preliminary estimates by the 
Department of Agriculture (Dairy Situation, April 1958), it actually fell off 2.9 
pounds per person. 

This is happening, I must point out, while we are in the midst of what is, 
probably, the greatest dairy-product selling campaign in the history of the 
industry. I do not know the extent of the combined expenditures for advertising 
and promotion on the part of the American Dairy Association and the dairy- 
product distributing companies, but I strongly suspect they are now larger than 
they have ever been. 

The Grange has always been a strong supporter of all appropriate efforts to 
increase consumption of milk and dairy products. We support them today. 

From the standpoint of the producer, however, the fact of increased consump- 
tion—even when achieved—does not assure benefit to the producer or an increase 
in his net income. We are all well aware of what has been happening in recent 
years to the farmer’s share of the consumer’s dollar. There is little advantage 
to the producer in increased consumption if charges for transportation, processing, 
and distribution siphon off the benefits before they reach the farm. 

As a general statement, the bargaining position of the producer of any com- 
modity is best when there is a shortage of the commodity or when there is a 
reasonable balance between supply and demand. The producer’s bargaining 
position is weakest when there is a substantial excess of supply over demand. 
In this connection, it is pertinent to remind ourselves that existing dairy policy 
in the United States is committed to the production of a constant surplus. 

We operate on the proposition that farmers will at all times produce more than 
the demand so that consumers will never run the risk of a shortage. In providing 
this safety factor for consumers, farmers have been accepting for themselves the 
financial risks inherent in chronic surplus. There is no evidence that this practice 
is going to be changed. Farmers are not suggesting a shortage of milk supply in 
order to enhance price. The self-help bill does not suggest such a shortage. The 
bill does intend, however, to bring production more nearly into balance with 
effective, commercial demand—even while continuing a managed surplus for the 
protection of consumers. 

There is no evidence to indicate that consumer demand, from increasing popula- 
tion or otherwise, will match or exceed the capacity of America’s dairy farmers 
and dairy herds to produce the milk and dairy products needed. There is evidence 
that we have more than enough capacity to produce well above consumer require- 
ments for a considerable time in the future. 

It is our position that farmers and consumers can both live satisfactorily with 
a managed surplus of about 2 percent—in the neighborhood of 2.3 billion pounds. 
During the last marketing year, the Commodity Credit Corporation made pur- 
chases of approximately 6.8 billion pounds—equivalent to about 6 percent of the 
total volume of milk marketed by farmers. 

The total cost for all disposition programs during the fiscal year ending last 
June 30, in connection with dairy products acquired during that fiscal year, 
amounted to $228,350,000. This figure, however, includes $56.5 million used for 
the special school-milk program and $14.4 million used for donations to other 
nations under title II of Public Law 480. 








270 LONG-RANGE FARM PROGRAM 


The important point is that an excess supply of manufactured dairy products, 
derived in part from the excess production of fluid-milk markets, serves to depress 
the dairy price structure generally, Butter, cheese, and milk powder in the hands 
of the CCC, as a result of price-support buying operations, tend to hold down 
prices in the market place as long as CCC holds the stocks. 

This, then, is the situation: 

Milk production is increasing and probably will continue to increase per cow 
and per farm for a good many years to come. Per capita consumption is holding 
steady. The increase in our population is expanding the market and adding to 
total consumption of milk and dairy products, but there is no good evidence that 
this demand will exceed supply for many years to come. 

What I have been saying applies to our dairy situation nationally. The supply- 
demand arithmetic is not uniform, of course, in all the individual milk markets 
of the country. The surplus is larger and the prices lower in some markets than 
in others. The cost-price squeeze hasn’t tightened the same way everywhere. 

We wonder how long areas with ample supplies of milk at very low prices will 
be content to send their abundance to warehouses while producers only a few 
hundred miles away are getting substantially higher prices in the market. 

Almost everywhere there is a spreading belief among milk producers that the 
present dairy program isn’t good enough. In market after market, the discontent 
is apparent. In their search for something better, they are setting up new organi- 
zations, asking tor Federal milk-marketing orders, experimenting with milk 
strikes, or asking for new State laws or orders to regulate prices and marketing. 

Even the announced opponents of the self-help dairy-stabilization program 
aren’t satisfied with the present program. 

The large, No. 1 fact behind the growing uneasiness, of course, is the definite 
prospect for continuing surplus production. Every dairy farmer in the country 
knows that our productive capacity is more than ample and that we are com- 
mitted in our country to excess production as a safety factor for consumers. 

It is well known, too, that present price-support buying by the CCC has led 
to inventory-holding operations which have a price-depressing influence. 

With production costs rising and a price squeeze in the market place, it is easv 
to understand why milk producers in many parts of the country find their posi- 
tion increasingly unsatisfactory. Even those producers now delivering milk in 
so-called protected markets find themselves looking uneasily over their shoulders 
at the large supplies of low-cost milk only a few hundred miles away. 

What future lies ahead for dairy farmers under a continuation of the existing 
dairy program? We believe it will either force more and more farmers out of 
dairying, and/or steadily cut the net income of those who remain. 

When the Grange dairy committee first met, more than 2 years ago, it had no 
order or inclination to favor any special alternative to the present program, It 
did not meet to study or to endorse a self-help program. It started from scratch, 
and reviewed what appeared to be every reasonable, and even unreasonable, 
alternative. 

Our committee reviewed the possibilities of continuing with some variation of 
the present program. It considered a dairy program providing compensatory 
payments to producers—with milk and dairy products selling in the market place 
for whatever prices the supply-demand situation would bring. 

The committee considered a return to a completely free market—without 
either compensatory payments or price supports. It considered a public-utility 
type of program—with farmers producing milk under franchises, conditions, and 
prices established by the States. 

And it considered the self-help program proposal which had been advanced 
several years earlier by the National Milk Producers Federation. 

Parenthetically, I might say that, during the time our committee was meeting 
with some regularity, there were a number of outbreaks of violence on the part of 
dissatisfied dairymen in different parts of the country. We in the Grange do not 
believe dairy farmers can improve their income and gain market stability for their 
products by resorting to strikes. Neither violence nor union-type organization, 
in our opinion, provide the answer to the difficulties facing dairy farmers. 

We do believe there is great promise in the concept of the self-help dairy- 
stabilization program as set forth in S. 3125. 
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KEY FFATURES 


I would like to summarize what we regard as the chief considerations and 
features of the program: 

We believe that a majority of dairy farmers will be willing to finance the dis- 
posal of dairy surplus production on a continuing basis (after allowing for a safety 
supply reserve) in order to stabilize and improve their market. 

The program provides for such financing through an assessment on each 
hundredweight of milk sold. During the first year of program operation, the 
assessment would be 25 cents per hundredweight. 

Preliminary estimates indicate that farmers marketed 113.2 billion pounds of 
milk and cream last year. At such a marketing rate, the 25-cent fee would 
provide about $283 million to finance operation of the program. That would be 
almost $55 million more than was spent or obligated last year in the combined 
special school-milk program, Publie Law 480 dispositions, section 32 operations, 
and CCC disposals. 

If, in a subsequent year, it developed that surplus disposal could not be financed 
by the 25-cent fee, an alternate financing method would be used, based on a 
system of marketing allotments. Under this method, we have in mind that a 
stabilization fee of 10 to 15 cents per hundredweight would be assessed on all 
milk marketed. In addition, a second fee would be applied only to milk marketed 
by individual producers in excess of allotments. In the bill, the exact formula for 
arriving at the amount of the second fee is left to the Dairy Stabilization Board, 
but, in our opinion, it would be related naturally to the amount obtained by the 
Board from the sale of surplus products. 

We believe that, as a corollary of their financial participation, dairy farmers are 
entitled to a price-stabilization program that provides a fair or optimum return— 
a return consistent with the return for labor, investment, risk, and management 
in other parts of the economy—trather than a minimum price-support program. 

In many respects, the proposed dairy-stabilization program is like the existing 
sugar program. 

Under the sugar program, as you know, the Secretary of Agriculture each year 
estimates the amount of sugar needed to meet the requirements of consumers in 
the continental United States. In making this estimate, the Secretary is directed 
to portect the welfare of consumers and also the sugar industry by providing a 
supply of sugar that will be consumed at prices fair and equitable to both con- 
sumers and the industry—inecluding producers. 

Under the proposed dairy stabilization program, the Dairy Stabilization Board 
would make the estimates and determine the price-support level. 

Under the sugar program, individual farms can qualify for proportionate 
shares of the market. Under the dairy stabilization program, producers could 
also receive quotas representing their proportionate share of the market—in the 
event that the 25-cent fee proved inadequate for financing surplus disposal. 

There are strict limitations on sugarcane and sugar-beet producers as to mar- 
ketings in excess of their proportionate shares. Under the proposed dairy 
stabilization program, producers could market freely in excess of their quotas 
(in the event quotas are used) but would get a reduced price for such excess milk. 

Under the Sugar Act, the income of sugarcane and sugar-beet producers is 
supplemented by Government payments. Funds for the payments are obtained 
from an excise tax on the manufacture or importation of sugar. Under the dairy 
stabilization program, the income of dairy farmers would be bolstered through the 
use of an assessment levied on all milk marketed. Funds obtained from the assess- 
ment would be used to maintain equitable price-support levels and finance 
prompt disposal of surplus dairy products. 

In the case of the sugar program, the presumption is that some considerable 
share of the tax is passed along to the consumer. in the case of the dairy program, 
the result of price-support buying would also account for a somewhat higher 
price to consumers than would prevail in a free market, but at the same time 
those same consumers would not as taxpayers be paying the $225 million cost of 
the present program, 

The proposed dairy stabilization program would assign heavy responsibilities 
to a Dairy Stabilization Board of 15 members. ‘These Board members would be 
appointed by the President from 3 nominees selected by milk producers in each 
of 15 federal dairy districts. The Board would administrater the program. 
Unlike the CCC, it could devote its entire attention to the dairy business. With 
its membership drawn from the ranks of milk producers and officers of dairy 
cooperative associations (or federations or marketing agencies owned or controlled 
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by such cooperatives), there would be a reasonable expectation that the interests 
of producers would receive continuing consideration. 

In providing for the Dairy Stabilization Board we have drawn heavily for 
precedent and procedures on the Federal Farm Credit Board. The President 
appoints Farm Credit Board members, with the advice and consent of the Senate, 
after giving consideration to the nominations of national farm loan associations, 
production credit associations, and cooperatives in each of the 12 farm credit 
districts. The Farm Credit Board, like the proposed Dairy Stabilization Board, 
is an independent agency in the executive branch of the Government, closely 
affiliated with the Department of Agriculture. 

A major objective of the bill, of course, is to stabilize and improve the market 
for milk and dairy products. In part, this would be accomplished by the relatively 
rapid disposal of surplus dairy products coming into possession of the Board 
through its price-support operations. 

The level of price supports is, quite naturally, a point of considerable importance. 
Section 76 of 8. 3125 provides that the Board shall “support prices to producers 
for milk and butterfat for the marketing year beginning April 1, 1959, at 90 
per centum of the parity price therefor, using the manufacturing milk parity 
equivalent formula originally used under the Agricultural Act of 1949 * * *” 

Since the introduction of 8. 3125, however, there have been changes in the 
dairy situation which cause us to believe that the 90 percent price-support figure 
would be too high. Based on the March 1958 price of all milk, it would mean a 
support price of $3.98. This is obviously too sharp a change from the present 
level of $3.06. 

Accordingly, we recommend that the bill be amended to provide for a lower 
price support for the next marketing year—in the range of 80 to 85 percent 
of the parity price, using the manufacturing milk parity equivalent formula from 
the Agricultural Act of 1949. At a level of 80 percent, the support price would 
be $3.54 per hundredweight. After deducting the assessment of 25 cents per 
hundredweight, it would mean a net price support level to the producer of $3.29— 
4 cents above last year’s support level and 23 cents above the current level. 

The Grange has always insisted, however, that the concept of a self-help 
program and the establishment of such an improved program are even more 
important than the precise level of price support during the first year of operation. 
In a meeting a few weeks ago between representatives of the Grange, the Milk 
Producers Federation, and officials of the Department of Agriculture, I tried 
to make this plain to the Secretary of Agriculture and members of his staff who 
were present. 

As a matter of fact, we emphasized our readiness to modify or compromise on 
most all provisions of the bill in the interest of obtaining acceptable dairy legisla- 
tion of benefit to farmers. That is still our position. 

There has been some criticism of section 40 of the bill, which has been errone- 
ously interpreted in some quarters as an authorization for the Dairy Stabilization 
Board to supplant the American Dairy Association and the National Dairy 
Council in- the field of market development. Such an interpretation, of course, is 
wholly inaccurate and could never have been intended. It so happens that the 
areas of principal support for self-help dairy legislation are also the areas which 
have provided the principal support for ADA and the Dairy Council over the 
years. 

We recommend that section 40 be amended as follows: ‘‘The Board is authorized 
to promote and develop new and expanded foreign outlets for milk and dairy 
products.” 

Some questions have been raised as to the responsibilities which would be 
assigned to the Dairy Stabilization Board, and the relationship of the Board to the 
Secretary of Agriculture. This Board, as the Federal Farm Credit Board and a 
number of other independent agencies of Government, would be a part of the 
executive branch of the Government and be responsible to the President. The 
program, of course, would be subject to regular review by the Congress as are the 
programs administered by other agencies of the executive branch. 

Sections 45, 46, and 47 of S. 3125 provide for a certain supervision and control 
of the operations of the Board by the Secretary of Agriculture. Since introduction 
of the bill and our discussion of this provision with Department officials, we have 
found reason to believe these sections are ill advised. We recommend that they 
be deleted from the bill. There is no reason to believe the Dairy Stabilization 
Board and the Secretary would not work in harmony, just as the Secretary and 
the Farm Credit Board work in harmony. Each would be concerned with the 
welfare of agriculture and the Nation and each, we are confident, could be expected 
to act in good faith. 
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Questions have also been raised as to the Board’s operations in the export 
marketing field and the effect of these operations on our country’s international 
relations. We had assumed, in this connection, that the activities of any agency 
of the executive branch would have to be in conformity with our country’s estab- 
lished policy in the international field. If this point is inadequately covered in the 
bill, we recommend the addition of appropriate language. 

There are a great many aspects of this bill which could be discussed at some 
length, as you are fully aware. I have touched on some that have seemed most 
pertinent. 


We are convinced that self-help dairy legislation, along the lines of 8. 3125 
would represent a major improvement in farm program legislation. We believe 
it would materially benefit both milk producers and taxpayers. 

I would emphasize one final point. Enactment of this bill would not, by that 
action alone, put the self-help program into effect. This bill would first put the 
question up to the producers themselves in a referendum next September. We 
believe producers should be given a chance to vote in such a referendum. 

Mr. Newsom. | should like orally to tell the committee just how 
we have arrived at our position in advocating this legislation for the 
dairy producers of the United States. 

It was about 2 or 2% years ago that we reached the decision that 
inevitably, if we stay with the present kind of price-support program 
in dairy products and in most other agricultural products, we would 
eventually have to accede to the demands of the present Secretary of 
Agriculture and others for an increasingly wide range of flexibility, 
which to us meant simply lowering the Government price-fixing level. 

Now you, Mr. Chairman, and I think one or two other members of 
the committee, will recall that when we testified only about a week 
ago on the omnibus bill, not including our dairy bill, we made this 
point rather vividly. We said that the present kind of a so-called 
price-support operation involves a guaranty by the Government 
to take off the market any er all of any eligible commodity that the 
market does not absorb at or above this price level. This is why we 
believe the program cannot successfully serve agriculture under 
present circumstances. 

We tried to review with you our reasons for saying that this program 
cannot even work as well under these circumstances, as it has worked 
in the previous 20 years. Now with this thought in mind, we pro- 
ceeded then to work with various commodity groups of this country 
to try to develop a series of commodity programs under a common 
philosophy or approach—which we attempted to describe last week. 
Basically, our position is that the primary American market is the 
only really promising source of income for agricultural producers in 
the United States, and that we have to find a way for them to exploit— 
if we may use that sort of term—the primary market without letting 
the surplus in any commodity completely destroy the primary market. 
This is the philosophy under which we developed the domestic certifi- 
cate programs for wheat and rice, two of our major export crops. 

In dairy products we have a different circumstance because the 
major portion of our dairy production is consumed in the primary 
market. We have only historically a 2, or 3, or up to a little more than 
5 percent surplus that tends to reduce—I say it tends to reduce— 
the price level on the total production toward the international 
level. And the only reason in the world it has not done it—I would 
correct that statement, the major reason—that it has not done it, 
has been the Government price-support program, even though I do 
not think it is effective under the present circumstances. 
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Now what I am saying to you, Mr. Chairman, is this: The alterna- 
tive is not just between what we propose and what we presently have 
or what we had 2 or 3 years ago. We believe firmly that if we stay 
with this present program, you are going to have to accede to the 
Secretary’s demands ev entually to reduce, to permit him to reduce, 
the support level to 60 or maybe even 50 ‘percent of parity. There- 
fore, we need a better program for dairy producers in this country, 
just as we need a better program for wheat producers and for rice 
growers and for feed grain producers. And so with this in mind, about 
2% years ago, I believe, Gordon, we set up our special Grange dairy 
committee. We had no preconceived idea as to what kind of program 
this committee was going to advocate. We did have this preconceived 
conception as to what the problem is. The problem is how to keep 
3 to 5 or 6 percent of surplus from destroying the price structure on 
the primary portion that goes into the market channels. 

Well, we considered about every kind of a program that we had 
ever heard of. The committee worked long and earnestly. It soon 
came to be evident to us—I say “‘soon,”’ within a matter of a year or 
so—it became clearly evident to us that the philosophy back of the 
Milk Producers Federation self-help program offered great promise. 
We did not believe that that program, as then designed, could work 
very long. We believed fundamentally that the Stabilization Board 
must have some authority to adjust the support levels. We believed 
that it must have the authority, in the event a rather sizable fee would 
not furnish the necessary funds to accomplish this stabilization pro- 
gram within a reasonable period of time, to go, if you please, to a base- 
surplus pricing program somewhat comparable to our rice and our 
wheat programs. 

And so we consulted with our friends in the Milk Producers Federa- 
tion. We came up with a measure which is embodied in the bill 
presently before this committee, and which in effect is a substantial 
combination of our philosophy with theirs. Now this measure is 
alleged to be highly complicated. I do not think it is. I think it 
can be very reasonably and adequately explained if we will remember 
only that we have to start where we are. We have to start with our 
present program and move out of it and into something that is better. 
We think we have something better. 

Our program seeks to put control of the surplus and responsibility 
for the surplus, over and above that which can be marketed at a 
reasonable level, in the hands of the producers themselves. It would 
cause them to finance the price-suppor ting operations of this program. 

The CuatrMan. By imposition of these fees? 

Mr. Newsom. That is right. 

Now we believe—— 

The Cuatrman. Well, Mr. Newsom, up to that point the program 
that is envisioned by this bill is almost the same as now in operation. 

The only thing you are doing here is you are saying to the producer 
‘Now, listen, unless you come within a certain production, say 90 or 
95 percent of what you are now producing, to get consumption and 
production balanced, why we are going to penalize 1 you.’ 

Is that what you say? 

Mr. Newsom. I think your statement is relatively accurate, but 
let me take this 
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The CuHarrman. Isn’t it accurate, though, that that is what you 
are doing? 

Mr. Newsom. No; not quite accurate, and I will tell you why. 

The CuarrMan. I wish you would show me where I am inaccurate? 

Mr. Newsom. You are inaccurate for two reasons: 

First of all, we are going to do our level best to stop the downtrend 
in dairy prices. As a matter of fact, we are going to turn them back 
up just a little bit. 

The Cuarrman. How will you do that? 

Mr. Newsom. By raising the support level 

The Cuarrman. Of course that is what Benson could do now if he 
wanted to under the present law. 

Mr. Newsom. All right, but if he raises it under the present law, 
wherein there is no mechanism except Government purchasing of 
everything that the market does not absorb, and that is what the 
present law 

The CHarrmMan. That goes back to the penalty that I speak of. 
That is where your program differs from the present one 

Mr. Newsom. Well, that is right. 

The CuarrMan. In the penalty feature? 

Mr. Newsom. That is one place. The other place it differs is 
that the Board will have available funds to carry out this program 
from the producers themselves. Therefore, they have to be temperate 
in their determination of the price-support level in the first place. 
And in the second place, they have to be very skillful in determination, 
when we go into a surplus pricing program. I agree with you, Senator, 
as I understood the background of your questioning that I heard this 
morning, that we will eventually have to go into a base-surplus 
pricing program. Now I think perhaps our milk producer friends 
agree with us that this will have to happen. 

But let me just say that I am afraid that some of the members of 
the committee may have a slightly wrong conception of how this 
price-support operation may be carried out. Let me call your atten- 
tion to—— 

The CuarrMan. Do you differ with any of the answers given by 
Mr. Norton? 

Mr. Newsom. No, I do not think I do, except I am not sure that 
he may not have left some of you with a wrong impression. 

The price support operation would be carried out by the Board in 
almost identically the same manner that the Commodity Credit Cor- 
poration is carrying it out now. They would just step into the market 
and buy enough to stabilize the price level, taking due account of all 
of the different marketing orders and agreements. The Board would 
not replace any of the State price fixing regulations. 

The borrowing authority which the bill provides would, we believe, 
finance the Board through the first year, with a little to spare. The 
25 cents per hundredweight that we would establish as the fee during 
the first year would furnish the Board with $55 million more money 
than the past year’s program has cost. 

The CuarrMan. That is how much? 

Mr. Newsom. Let me find the figure right here to be sure. It would 
be about $283 million that the 25-cent fee would provide the first 
year. 

The Cuatrman. If that be true, why are you asking for $350 million? 
5 
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Mr. Newsom. We are asking for that much borrowing authority, 
assuming that this will be adequate. We think the first year’s pro- 
gram will probably not cost that much. We have to have a little 
more borrowing authority than the Board is likely to need. 

The CHarrMaAN. That is on page 8, the middle of page 8, the key 
features. 

Mr. Newsom. Yes, sir. The fee would provide $283 million at 
the present level of marketing. 

Now we agree with the previous witness that you do not change 
the level of production very fast. I mean, most of our producers 
that are contributing most of the volume of milk to the market are 
doing about as well as they know how. It is their business to do 
it 





Senator Youne. Will the gentleman yield at that point? 

It seems to me the key feature of this program, the thing that might 
make it work, is this penalty that you impose directly on the farmer 
when he overproduces. It will make him more conscious of what 
overproduction means. 

Mr. Newsom. Well now, let’s go directly to that. Some of our 
contemporaries have charged the farmer would have to have authority 
from the Board to sell his milk and all that sort of thing. This is 
sheer poppycock. The milk would still be sold over the scale just 
as it has always been. If the Board determines that we are likely 
to have 107 percent as much milk in the second year as the normal 
market would take, then they would go to the base-surplus pricing 
arrangement. Every producer would still sell his milk just as he does 
now—the same operation exactly—the difference being that instead 
of assessing a 25-cent per hundredweight fee on all milk, the Board 
would be authorized to assess a smaller fee, and we suggest 10 to 15 
cents a hundredweight, on the total production—ves; on the total 
production. Then, in addition to that, assess a substantially larger 
fee—depending on its estimate of what it will need to finance the 
program under the higher level production. We could choose a pro- 
duction level of 107 percent just arbitrarily. Now if the Board would 
estimate that the production level is going to run about that high, 
it might be conceivable that they would decide that they would have 
to assess a $2 per hundredweighit fee. 

Senator Humpnrey. Over the 

Mr. Newsom. On the surplus amount over the 93-percent quota. 

Senator Proxmrire. May I interrupt right there? I am a little 
confused. With 107 percent, you would have the 25-cent fee—— 

Mr. Newsom. No; we would drop the 25 to 10 or 15. 

Senator Proxmire. 10 or 15, all right. Then in addition to that, 
you would have the charge on the surplus? 

Mr. Newsom. Yes. 

Senator Proxmrre. Those are the only two you would have? 

Mr. Newsom. That is right. 

Senator Humpurey. That would be a very heavy penalty charge? 

Mr. Newsom. That is right. A relatively heavy penalty charge. 

The CuarrMan. It is the same thing you do for cotton and for 
wheat. 

Mr. Newsom. That is correct. 

The CuarrMan. There is nothing new, you just follow the same 
principle. We tried to devise something for dairy when we first put 
dairy on the statute books. 
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Senator Young. Mr. Chairman, the big difference, though, here is 
that the farmers are doing it themselves and through their own setup, 
and they have much more interest in that than if the government 
government were doing it. 

The CHarrMaAN. All right, Senator Young, let’s' do it for cetton, 
let’s do it for wheat, let’s get it all out of the Government and give 
them the money and let them run their own program. How far do 
you think you would go with that? I would like to do that with other 
commodities. If you give us enough money, let us operate it—that 
is the farmers. 

Mr. Newsom. Let me caution you against an assumption that we 
propose to get everything out of Government. This is a matter of 
terminology, perhaps, but I think it is a little unreasonable to say 
that this is not a Government operation. This is a Board that will 
be authorized by the Government, and I do not quite agree that this 
is getting completely away from Government. We do not know what 
the alternatives are—— 

Senator Youna. It is getting much further way, though, when the 
farmer 

Mr. Newsom. This is putting responsibility for the surplus and 
control of the surplus in a Board of producers. 

Senator Youna. And the farmer is penalized month by month? 

Mr. Newsom. But it is a Government operation in our opinion. 

Senator Humpurey. The Board becomes, in essence, a Govern- 
ment agent. But I think the point is well made instead of the general 
taxpayer being required to foot the bill, that the producer has a direct 
interest in this, both in terms of the price that he receives and the 
penalty that he shall pay by noncompliance. 

Senator Youna. The same as with the financial success of his local 
cooperative. 

Senator Humpurey. Exactly. 

Mr. Newsom. Mr. Chairman, I would like to take it right from 
there. We believe firmly that we cannot expect the agricultural 
people in this country to operate on a free competitive price “structur e. 
But we believe that when we try to provide protective mechanisms 
from the full impact of international price competition, we have got 
at the same time to produce some reasonable opportunity for the more 
efficient producer to adjust his production according to his ability and 
his resources available. 

Now this is why we do not establish any arbitrary quota and say 
thou shalt not market more than 95,000 pounds of milk, because you 
previously marketed 100,000. But we are using the base-surplus 
pricing device so that the most efficient producer can go ahead and 
market more than his quota if he can afford to do it, and thereby build 
his quota according to his efficiency of production. Now this is a 
means 

The Cuarrman. And pay the penalty. 

Mr. Newsom. And pay the penalty. Now if he can afford to do 
this he can build his quota while the less efficient producer will 
automatically be shrinking his quota because he cannot do it. 

Now this is our attempt, if you please, to do again a comparable 
thing to that which we are trying to do in the other commodities, with 
which programs you are more familiar. I think it is necessary that 
we make this kind of a provision to keep from destroying opportunity 
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for individuals to change their production pattern, even while we are 
trying to provide some reasonable protection from the impact of the 
full free market. 

Now there are a great many points that you in your questioning, 
and the questioning of the other members of the committee, have 
brought out with the previous witness, and I do not propose to con- 
sume an awful lot of the committee’s time here in going over the 
points that have been fairly well made. We have worked, as I say, 
with these people, the previous witnesses, and their staff and their 
officers over this 2% year period. We have enjoyed working with 
them just as we have enjoyed working with the other commodity 

oups in this country. We believe this is the sort of route that we 

ave to go. 

The Cuarrman. Do you know what the position of the large milk 
handlers is on this bill, such as Borden and other producers? 

Mr. Newsom. I do not believe that I personally know. Maybe 
Gordon knows what Borden’s attitude is. 

I will say this, that large numbers of producer representative groups 
are supporting our program. There are several groups that are purely 
handlers and processors, who have no producer influence within the 
group that are opposed to our program. ‘This is strictly a producers 
measure. 

The CHarrMAN. Do you know whether or not the Farmers Union 
is back of this bill? 

Mr. Newsom. The Farmers Union? I had better let them speak 
for themselves, but President Patton has assured me that they are in 
support of this philosophy. He had some hesitancy about our posi- 
tion that under present circumstances an 80-percent support level 1s far 
better for this first year of operation than a 90-percent support level. 
Our 25-cent fee would not go very far if we established a 90-percent 
level this first year. We think our 25-cent fee will get us through the 
first year at an 80-percent support level. And we think it is vastly 
more important, Mr. Chairman, for us to stop the downtrend in 
dairy prices than it is to raise them too drastically, at least for the 
time being. We want to get the philosophy of a Stabilization Board, 
an act of this kind, established. 

The Cuarrman. Do you know whether the American Farm Bureau 
is for this bill? 

Mr. Newsom. No, they are opposed to it. 

The CHarrMan. They are opposed to it? 

Mr. Newsom. They are opposed to it. 

Senator Proxmire. Mr. Chairman, I think it would be very helpful 
to me if Mr. Newsom would give his judgment—what I think was a 
very key question the Chairman asked, at least he implied—would not 
this possibly put the dairy producer in ‘a special position, wouldn't it 
give him a special privilege that other commodities do not have, or 
would this possibly be a first step toward a solution to the farm 
problem—— 

Mr. Newsom. Well, we think it can provide some measure of 
pattern. But I would remind you there are such vast differences 
between the quantity of a given product that goes into the primary 
American market in one case, and the quantity involved in another 
case, and there are such differences in the end use of the products, 
that this thing of having a shotgun approach is no good, Now this is 
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why it takes a comparatively complicated piece of legislation to do the 
job, in our opinion, for a dairy program; whereas in wheat and rice, 
Mr. Chairman, I think our program is relatively simple—outside of 
the fact that we have to have a complicated mechanism—for the 
stop-loss support level in these export crops to keep from interfering 
with the world market needlessly and ruthlessly. 

But I think the answer to your question—there are two parts to 
your question, as I recall it—and to both parts the answer is “Yes.” 
First of all, this does involve a new philosophy, and this is why we 
think, Mr. Chairman, that it will have to be submitted by refer- 
endum—— 

The CuarrMAN. With all due respect, it does not involve a new 
philosophy. What you are doing is transferring the management of 
it from the Department of Agriculture to a board within the Depart- 
ment to handle it, and you give that board authority to penalize those 
who do not perform, those who do not carry out—am I not right? 

Mr. Newsom. I did not make my statement clear. It is not an 
overall new philosophy, but as applied to dairy products it is a new 
philosophy because we are asking the producers to subscribe to a 
base-surplus price program that involves a different fee on the base 
and the surplus quantity. 

The CHatrMan. Not only that, but you are asking them to do 
something which I believe they refused to do when dairy products 
were first supported. If you recall, back in 1937 we passed a law 
here affecting basic commodities only, and the reason for that was 
that you foam curtail the production of those and the products could 
be stored. That is why all others could not come in. During the 
war, when dairy products came into the picture, it was supposed to 
have been a more or less temporary law so as to get more milk pro- 
duction, but after they got a taste of it, why of course they stayed in 
it. If we had been able to get the penalties that you are now trying 
to impose through this board, your dairy program might have worked 
a good deal better than it did. 

Won’t you agree to that? 

Mr. Newsom. I am not too famliiar with legislative history at that 
stage, I was in Indiana at that time—but I think I recognize the back- 
ground for the statement that the chairman has made all right. 

The CHarrMAN. I was here when it was done. 

Senator Humpurey. May I just add a thought here, Mr. Chairman? 

The word ‘penalty’ that we use frequently in reference to the fees 
imposed by the Stabilization Board, really what we mean is that we 
are proposing to limit the effective price support operation to that 
share of the milk that is marketed for commercial, known-commercial 
markets, or known-commercial purposes, and the balance is taken off 
the market at a lower price? 

Mr. Newsom. That is right, and by the same token——— 

Senator Humpurey. So the producer finances his own program? 

Mr. Newsom. That is right. 

Senator Humpurey. If he gets over and beyond what is established 
by the Board as a reasonable amount of milk production required for 
the known commercial outlets, then he will take a lower price for 
that which he markets over and beyond that which is required to 
meet the normal commercial market situation? 

Mr. Newsom. Right. 
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The Cuarrman. We might do the same thing in cotton, Senator, 
the same thing in wheat, the same thing in rice. 

Senator Humpurey. That is correct. 

And I think the point that needs to be made, Mr. Chairman, is 
that these commodities all have their own detailed differences. 

The CHarrMan, Yes. 

Mr. Newsom. Right. 

Senator Humpnrey. And that an overall program, trying to handle 
each one as if it was a cousin to the next, and all a member of the 
same family, sometimes just does not work. 

Mr. Newsom. That is right. And at the same time, we have to 
have an overall philosophy that we are trying to serve, and this is 
why I related to that statement——— 

The CuarrMANn. Even as to basic commodities, we had to put them 
in separate titles because you could not apply the same yardstick to 
them. 

Mr. Newsom. Right. 

The CuarrMan. The same thing is true with milk. 

Senator Humpurey. The other point I think that needs to be made 
for this record, which has been made but I would like to underscore 
it, is that the proposal of the self-help as advanced here by the Grange 
and by the Milk Producers Federation, is a very responsible effort. 
You are not asking for 100 percent of parity, you are not asking for 
90 percent of parity the first year. You have your goal, but you are 
trying to approach this within the existing market situation. And 
as you said yourself, sir, what you are trying to do first is to stop 
this inevitable downward trend of price, and try to stabilize it momen- 
tarily and then carefully move up. 

Mr. Newsom. You are exactly right, Senator. 

I do not know whether your committee, Mr. Chairman, has given 
serious consideration to the Secretary’s request for authority to depress 
this support level even further, but sooner or later I think you are 
going to have to face that request head on unless you approve some 
change, basic change, in the program comparable to the one that we 
are advocating here. 

The Cuairman. Now I would like to clear up a point. Has Mr. 
Norton left? 

As I remember, Mr. Norton stated that the plan was to start the 
support price at 90 percent. 

Mr. Newsom. They are in agreement with us. 

The CHarrmMan. That is what he said, that is in the record as I 
remember. 

Mr. Newsom. This is the way the bill was drafted a couple of years 
ago, and frankly, at the time it was printed, prior to January 1, the 
90 percent support level was not more than about 20 cents 
different—— 

The Crarrman. What does the bill now provide, 80 percent? 

Mr. Newsom. It provides 90. But our testimony proposes that 
it should be changed to 80, and we have the concurrence of the Milk 
Producers Federation in that support level. 

The Cuarrman. All right. 

Senator Humpurey. Not enthusiastically, but as a matter of 
getting a start. 

Mr. Newsom. That is right. 
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Senator Hvumpurey. Is that correct? 

The CuarrMan. Will you identify yourself for the record, please? 

Mr. Torter. H. Willis Tobler of the National Milk Producers 
Federation. 

We are going to leave that to the judgment of the committee as to 
what level, but we certainly are willing to modify the position from 
90 down. But I do not think, Herschel, that we have just said we 
will go for the flat 80 percent. 

Mr. Newsom. For the sake of accuracy here, I was quoting the 
statement that both Mr. Norton and I made to Secretary Benson and 
his staff people some 6 or 8 weeks ago when we discussed the program 
and assured the Department that we were both aware of the fact that 
under present circumstances, as they have been changed since the 
first of the year, we could not expect this program to work at a 90 
percent level, and we are peapseoe to go as low as 80 percent to get the 
program into operation the first year. 

The CuairmMan. Of course you have this to consider, too, if milk 
prices, and butter and cheese prices, go up higher than what they 
now are, you might cut the consumption of those items? 

Mr. Newsom. We can shrink the market for those commodities. 
We have taken all of this into account and, frankly, just to be per- 
fectly honest about it, I think I am a little more enthusiastic about 
the 80 percent figure than our friends in the Milk Producers Federa- 
tion, but they have agreed to go along with it. 

The CHarrMan. All right, any further questions? 

Senator Young. Mr. Chairman? 

The CHatrrMan. Senator Young. 

Senator Youne. Mr. Chairman, I wonder if we could have Mr. 
Newsom, the Grange, and also the National Milk Producers furnish 
the committee a direct reply to the objections raised by Secretary 
Benson in his letter to the chairman? It would be very helpful to 
the committee if you would furnish a direct reply to the objections 
he has raised. 

Senator HuMPHREY. Section by section response. 

Senator Youna. And he raises, I think, seven objections. 

Mr. Newsom. Yes, we will be glad to do that. 

The CuarrmMan. We will put that in the record in connection with 
your testimony, or whoever else testifies in your behalf. 

Mr. Newsom. All right. 

The Cuarrman. All right, that is a good suggestion, Senator 
Young, and we will have that done. 

(The information is as follows:) 


In his letter to Senator Allen J. Ellender on May 7, 1958, the Secretary of 
Agriculture reported the views of the Department of Agriculture on 8S. 3125, the 
proposed Dairy Stabilization Act of 1958. The act would establish what is often 
referred to as the self-help dairy program. 

The Secretary, in his report, supported the self-help principle in its broad 
sense but listed, as the basis for his adverse recommendation on the bill, several 
major policy questions which he asked Congress to decide ‘‘before a definitive 
position can be taken with respect to this type of legislation.’’ 

1. The first of these questions concerns the desirability of giving very broad 
authority on price support and related operations to a commodity board not 
directly subject to control by the legislative and executive branches. 

Response: Certainly there is no intent on the part of the supporters of S. 3125 
to establish an arbitrary or unreviewed dairy program under the management of 
the proposed Dairy Stabilization Board. The Board would be a part of the 
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executive branch and its members would be appointed by the President (sec. 5). 
Under stated circumstances, the operations of the Board would be subject to the 
supervision and control of the Secretary of Agriculture (secs. 45, 46, 47). A 
complete report of the business of the Board must be filed annually with the 
Secretary and the Congress (sec. 26). 

The Congress could, of course, rescind, modify, and limit any and all authority 
of the Board at any time. 

S. 3125 lists 11 factors the Board must take into consideration “in determining 
stabilization price levels, the amount of the marketing assessment, and the 
prices at which various dairy products will be bought or sold, in any marketing 
year” (sec. 35). Six factors are listed (sec. 59) in connection with the Board’s 
operations in any marketing year in which a marketing-allotment program is 
required. In these and other sections of the bill, Congress would be spelling out 
in considerable detail the criteria and many of the specific conditions and require- 
ments for operation of the Board and the dairy stabilization program. 

The bill does not place the Board under the administrative supervision of the 
Secretary of Agriculture. Agencies performing major services to agriculture have 
operated outside of the Secretary’s supervision in the past, and some, such as 
the Farm Credit Administration, do so today. The Federal Farm Credit Board 
is responsible to the President and to the Congress. It is our opinion that the 
proposed Dairy Stabilization Board would similarly be responsible to the President 
and the Congress, and that both the President and the Congress would be in a 
position to exercise an effective degree of control and review over the operations 
of the Board to assure full compliance by the Board with the provisions of the act. 

In view of the substantial financial contributions of dairy farmers to finance 
the cooperative removal from market (and subsequent sale or disposal) of surplus 
dairy production this dairy stabilization program, as contemplated by S. 3125, it 
is our judgment that a Dairy Stabilization Board with a relatively independent 
status is warranted. 

In the event the committee believes, however, that control over the Board by 
the President and the Congress is inadequately provided for in the bill, we are 
wholly willing to see the language of the bill strengthened in this respect. 

2. The second question raised by the Secretary concerns the desirability of 
providing similar authority to other commodity groups. If so, there would be the 
need to set up a superboard to coordinate the decisions of the various independent 
commodity boards. 

In the event the program and provisions of S. 3125 work as well for the dairy 
industry as we believe they will, we can see no reason why the producers of other 
farm commodities should not be given the opportunity of developing and utilizing 
programs employing the self-help principle. With such a possibility in mind, the 
experience gained under the proposed Dairy Stabilization Act would be doubly 
valuable. 

Assuming the possibility of a number of self-help commodity programs—and 
this is still a tenuous assumption—it does not necessarily follow that a coordinating 
superboard would be needed. Congress has enacted programs for individual 
commodities in the past, and such programs are in operation today without 
requiring any special or particular coordination other than that which is inherent 
in the legislation itself. In our judgment, no superboard would be needed, for 
example, to coordinate the decisions of a Dairy Stabilization Board, a Peanut 
Stabilization Board, and a Potato Stabilization Board. 

Certainly the distant and speculative need for eventual coordination of several 
self-help commodity programs should not be allowed to block adoption of the 
first such program. 

3. The Secretary’s third question involves the policies of agriculture toward 
nonagricultural services. ‘Since granting broad authority to agricultural com- 
modity boards to fix minimum prices would be a reversal of the policies agriculture 
has advocated for over half a century on certain nonagricultural services,’ he 
said, ‘‘what should our position be with respect to these other controls. These 
include costs of services farmers buy such as freight rates, truck transportation 
rates, electricity, etc.’ 

Response: The enactinent of 8. 3125 would not change the basic system of 
price support from the one employed by the existing program. The bill does not 
authorize the Board to fix minimum prices. The bill authorizes the Board to 
support and stabilize dairy prices by standing “ready and willing at all times to 
purchase domestically produced butter, Cheddar cheese, and nonfat drv milk 
solids, together with such milk and butterfat and such other dairy products or 
byproducts as the Board may by order designate. Such purchases shall be at 
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price levels which the Board determines will return to producers on a general 
average basis the prevailing stabilization levels for milk and butterfat.”’ 

Under the present program, the Secretary of Agriculture determines the price 
support level for the marketing year. Under 8. 3125, the Board, operating under 
a self-help, self-financing program would determine the price-support level. The 
method of price support remains the same. Under 8. 3125, of course, the pro- 
ducers themselves would finance the price-support operations, rather than tax- 
payers generally as under the existing program. 

In other words, the proposed Dairy Stabilization Act is consistent, in regard to 
price support operations, with legislation and programs now functioning for dairy 
and the basic commodities of agriculture. There would be no reversal of policy 
requiring a reappraisal of agriculture’s position with respect to nonagricultural 
services. 

4. ‘‘What should our policy be,”’ the Secretary asks, ‘‘with respect to providing 
adequate protection to the general public under the Commodity Board setup?” 

Response: It is part of the basic declaration of policy of the act “to protect the 
interests of consumers by maintaining a stabilized, continuous, and adequate 
supply of milk and dairy products at fair prices” (sec. 3 (f)). 

Admittedly, there can be no more precise definition of ‘fair prices’ than there 
can be for ‘‘adequate protection.”” These are relative matters. As a general 
statement, however, we believe it is valid to say that the general public is likely 
to have as much, and perhaps more, — from the Dairy Stabilization Board 
as from any other agency of the Department of Agriculture engaged in price- 
support operations. 

With dairy farmers themselves financing the disposal of their surplus produc- 
tion, the maximum consumption of milk and dairy products in the commercial 
consumer market is even more obviously advantageous to farmers than under the 
existing program with the taxpayers paying for surplus disposal. The more that 
can be sold to consumers and the less that has to be handled at a loss in disposal 
operations, the better off the producers will be. 

The Dairy Stabilization Board is certain to be acutely conscious of the opera- 
tion of market competition with its associated economic factors, including the 
influence of price and supply on consumption. The equivalent of a double 
penalty—reduced consumption and the increased costs associated with enlarged 
surplus disposal operations—would effectively preclude dairy farmers and the 
Board from attempting to overprice milk to consumers. 

Further, the act itself indicates criteria which the Board must utilize in deter- 
mining stabilization price levels and marketing-allotment programs, as we indi- 
cated in connection with our response to question No. 1. The adherence by the 
Board to these criteria would be subject to effective review, of course, by the 
President and the Congress. 

In this connection it may be noted that the general public has virtually no 
protection, as such, with respect to the price determinations of the private dairy 
corporations processing and distributing milk and dairy products. 

5. The fifth question concerns the relationship between the Secretary of Agri- 
a and the Board, and the veto power of the Secretary over actions of the 

oard. 

Response: 8. 3125 provides clear authority for the Secretary to take action 
against the Board if, in his judgment, the Board’s pricing determinations in any 
marketing year would result in prices to producers which are “unreasonably 
high” (secs. 45, 46, and 47). The procedure provided is a natural extension of 
the authority the Secretary has had for many years under the Capper-Volstead 
Act. 

As we pointed out in our statement to the committee, however, we favor 
deleting sections 45, 46, and 47 from the bill. These are the sections providing 
for certain supervision and control of the operations of the Board by the Secretary. 

There is no valid reason to believe the Board and the Secretary would not 
work together in harmony, just as the Secretary and the Farm Credit Board 
work in harmony. Each would be concerned with the welfare of agriculture 
and the Nation and each, we are confident, could be expected to act in good faith. 

6. The sixth question concerns financing of the program ‘“‘to the extent the 
assessment doesn’t cover costs.”’ 

Response: Section 17 of 8. 3125 provides that the Board may borrow money 
from the Commodity Credit Corporation to help carry out the purposes of the 
program, but the total indebtedness of the Board to the CCC and outstanding 
at any one time “shall not exceed in the aggregate the sum of $250,000,000.” 
Section 21 directs that the Board shall pay interest to the CCC on all money 














284 LONG-RANGE FARM PROGRAM 


owed to the Corporation at rates representing the cost of money to the Govern- 
ment, ‘‘taking into consideration the terms for which such amounts are loaned 
to the Board.” 

The borrowing provision is a recognition of the fact that the dairy marketing 
year begins on April 1, at the beginning of the season of heaviest production, 
with the Dairy Stabilization Board faced immediately with the responsibility of 
acquiring dairy products in order to accomplish the purposes of the program. 

Since the accumulation of funds from the producer assessment could not begin 
until after April 1, and since the funds would not accumulate fast enough to finance 
the Board’s initial obligations during the first few months, the borrowing au- 
thority is essential. Whether cr not it would ever become necessary for the 
Board to borrow to the full limit of the authorization is questionable. 

Beginning May 1, remittances of producer assessments would start accumulating 
in a special account in the United States Treasury available for use by the Board. 
It may fairly be assumed, we believe, that the loan agreement negotiated between 
the Board and the CCC would provide for a suitable schedule of payments by the 
Board, beginning at a reasonably early date, to cover payment of interest and 
reduction of the loan principal on a regular basis. 

Our statement before the committee pointed out that farmers marketed 113.2 
billion pounds of milk and cream last year. At such a marketing rate, the 25- 
cents-per-hundredweight assessment would provide about $283 million to finance 
the operations of the program during the first year. That would be almost $55 
million more than was spent or obligated during the fiscal year ending last June 
30 in connection with dairy products acquired during that fiscal year. If the 
cost of the special school-milk program were to be deducted, an additional $55 
million, approximately, could be considered as available to the Board for its 
disposal operations. 

Stated another way, the total cost of all disposition programs during the last 
fiscal year, excluding the special school-milk program, amounted to slightly less 
than $172 million on dairy products acquired during the fiscal year. 

This means that disposal costs to the Board could increase by $100 million or 
more than 60 percent during the Board’s first year and still come within the 
virtually assured revenue of $283 million—assuming that an agency other than 
the Board would bear the costs of the special school-milk program. With this 
same assumption, it also means that disposal costs could double and still come 
within the borrowing limit of $350 million. 

Even though the bill provides for this substantial margin of financial safety, 
as indicated above, the Secretary’s question directs attention to a situation which 
has not been provided for in the bill. This flaw can and should be corrected. 
The situation suggested by the Secretary is one in which producers would vote 
in a referendum to terminate the dairy stabilization program and return to the 
present type of price-support program at a time when the financial obligations 
of the Board to the CCC exceeded assets. 

The Secretary asks how the unpaid obligations to the CCC would be met 
under these circumstances. The amount of such an unpaid obligation, of course, 
could not exceed $350 million and would in all probability be substantially less. 

Although we regard this situation as an extremely unlikely one, it is a possibility 
and must be recognized as such. Accordingly, we favor an addition to section 78 
of the bill to provide that any obligations of the Board remaining unpaid, after 
manenn and use of the Board’s assets to pay obligations, shall be assumed by 
the CCC. 

Even under circumstances whereby the CCC might assume the absolute 
maximum obligation of $350 million, we would point out that this represents no 
more than the approximate cost of operating the present program for 2 years. 
We would also take the position that there is ample justification and precedent 
for the assumption by the Government of such a calculated risk, entailing as it 
does the prospective operation of a more effective, long-range dairy program for 
the Nation at sharply reduced cost to the taxpayers. 

7. The Secretary’s seventh question concerns the international aspects of the 
Board’s disposal of surplus dairy products and the possibility that such disposal 
operations might damage our country’s international relations. 

Response: This question assumes an intent or a willingness on the part of 
dairy farmers or the supporters of the bill to dump surplus dairy products on 
foreign markets without regard for our country’s political, military, or trade 
relationships with the rest of the world. The assumption is an erroneous one. 

As we stated in our testimony before the committee, it is the position of the 
Grange that the activities of any agency of the executive branch—such as the 
proposed Dairy Stabilization Board—would have to be in conformity with our 
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country’s established policy in the international field. This, of course, does not 
preclude fair competition in world markets or dispositions of the kind now being 
earried out under Public Law 480. 

If, in the opinion of the committee, the adherence of the Board to United States 
foreign policy is inadequately covered in the bill, the Grange recommends the 
addition of appropriate, clarifying language. 

In his letter to Senator Ellender, the Secretary also questioned the establishment 
of the price-support level at 90 percent of parity for the first year of the program, 
and the use of marketing allotments on sales of milk and butterfat by individual 
producers if the marketing assessment should exceed 25 cents per hundredweight 
of milk. 

Our statement of June 2 before the committee recognized changes in the dairy 
situation since the introduction of S. 3125 and recommended that the bill be 
amended to provide for a lower price support for the first year—‘‘in the range of 
80 to 85 percent of the parity price, using the manufacturing milk parity equivalent 
formula from the Agricultural Act of 1949.” 

The concept of a self-help program and its establishment are more important 
than the precise level of price support during the first year of operation. In a 
meeting a few weeks ago between representatives of the Grange, the Milk Pro- 
ducers Federation, and officials of the Department of Agriculture, we tried to 
make this plain to the Secretary and members of his staff who were present. 

As a matter of fact, we emphasized our readiness to modify or compromise on 
most all provisions of the bill in the interest of obtaining acceptable dairy legisla- 
tion of benefit to farmers. That is still our position. 

In connection with marketing allotments, the Secretary stated that ‘‘Because the 
experience with crop allotments has not been highly satisfactory, we are sure that 
such controls on dairy products would be even less acceptable and successful in 
controlling output of dairy products.’”’ The Secretary on this point apparently 
fails to recognize the important difference between the crop allotments now in 
use and the marketing allotments that might be employed under the proposed 
Dairy Stabilization Act. The former are based on acreage limitations (which 
do not control output either in total or per acre), whereas the proposed dairy 
marketing allotments would be apportioned to individual producers on a volume 
basis—in terms of pounds of milk. This latter type of allotment, we submit, is 
specific, direct, and effective. More importantly our proposal is that this allot- 
ment will serve, not as a limit on what one may produce or sell but rather to 
determine the individual’s dollars and cents responsibility for financing the 
surplus marketing control operations of the Board. The difference is a vast one. 

Our proposed legislation would give the producers, through their Board, re- 
sponsibility for and control of the surplus and thereby affect stabilization. 


The CHarrman. Any further questions? 

Senator Youne. Just one more question. 

The most the Government could lose under this program would 
be $350 million? 

Mr. Newsom. They could not conceivably lose a very big portion 
of that. 

Senator Youne. That would be the limit, [ mean? 

Mr. Newsom. You are not going to shut off any appreciable volume 
of the 113 billion pounds of milk. You are going to get 25 cents per 
hundredweight for that. Now, if the program could conceivably cost 
any more than that $283 million, then the Commodity Credit Cor- 
poration could lose whatever that excess is under $350 million. It 
could not conceivably amount to more than a few million dollars loss 
in the first year’s program. 

Senator Proxmire. You mean a saving to the Treasury, because 
you eliminate all the cost- 

Mr. Newsom. On the basis of the average cost of dairy price sup- 
port operations as given by the Department of Agriculture over the 
last 6 years, our program would save the Treasury anywhere from 
$350 million to $550 million a year. 

Senator Younae. The question I am trying to get at is this, over 
the life of the program, whether it be 1 year, 5 years, or 10 years, 
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the total cost for the life of the program could not be more than 
$350 million? 

Mr. Newsom. I do not know what you mean by the life of the 
program. 

Senator Youne. Well, the authorization of the Government of 
$350 million 

Mr. Newsom. Yes. 

Senator Youne. Is for the life of the program? 

Mr. Newsom. That is right. 

The Cuairman. Well, Mr. Newsom, I do not want to dispute 
your figures here, but since 1953 the milk program, according to figures 
I put in the record a while ago, cost $1,411 million. 

Mr. Newsom. Well how long? 

The CuarrmMan. Since 1953. 

Mr. Newsom. What would that be? 

The CHarRMAN. $1,411 million. That is 4 years. 

Mr. Newsom. That would be a little over $300 million a vear. 

The CuairmMan. But you spoke of $400 million and $500 million—— 

Mr. Newsom. Well the Secretary a couple of years ago was using 
a figure of $550 million that 1 year. This is the figure that kind of 
stuck in my craw, I think. 

The CHarrMAN. You mean the highest figure of 1 year? 

Senator Humpurey. The point is, even if there were some loss to 
the Government, the fact is that the producer would be paying the 
lion’s share, he would be paying the overwhelming share of the cost 
of the operation of the program, the producer, by the 25-cent levy. 

Mr. Newsom. That is right. 

Senator Youne. I have not gotten my question across clearly vet. 
The total obligation of the Federal Government is $350 million? 

Senator Humpurey. That is right. 

Senator Young. The program could never cost any more than that? 

Senator Humpurey. Unless Congress authorized that. 

Mr. Newsom. It could not go above that without additional 
authorization from Congress. 

Senator Younc. Whether the program lasts 1 year or 10 years? 

Mr. Newsom. That is right. 

The CuarrMan. Thank you. 

Is there anything else you want to add? 

Mr. Newsom. No, I think not. I just hope you can do something 
with it. 

The CuHartrMAN. The last witness is Mr. Gude, Arthur J. Gude. 

All right, sir, will you identify yourself for the record, please? 


STATEMENT OF ARTHUR J. GUDE, EXECUTIVE DIRECTOR OF LEGIS- 
LATION, NATIONAL DAIRYMEN’S ASSOCIATION, ALSTEAD, N. H. 





Mr. Gupe. I am Arthur J. Gude, legislative director of the National 
Dairymen’s Association. 

We appreciate being here. We have a little something to say that 
is perhaps a little different. 

We present this in explanation of our thinking, and of course our 
opinion is what we are dealing with here on the farm problem is the 
fact that the rest of the economy has evolved to a different pricing 
system, away from the free market, and we feel there isn’t any struc- 
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ture in agricultural commodities that enable us to announce our 
price so much, as American industry now is able to do. They can 
influence their price. And we feel because there is not any such 
structure, that Santas has been forced to give us that, which they 
have done by giving us various kinds of support programs. They 
have helped us by maintaining supports because we have been unable 
ourselves to develop any kind of organization in the different com- 
modities to reflect our increased cost in our price. As a result of 
that, as prices continue to rise through an inflationary period, of 
course, they skip over us. If labor and industry increase their costs, 
and they both have the ability to do that, they just squeeze the profit 
out of agriculture until agriculture capital, we believe, is the thing 
that is taking the worst licking. 

Just in the dairy industry there is $20 billion invested, and we 
really show no profit at all. I cannot find a dairy farmer who is 
making 5 percent on his capital investment. And that is the problem 
with which we have become involved. 

Now we have a self-help program which is very similar to the 
Federation program, but it differs in two basic ways. One is that 
we feel the Board should be elected by dairy farmers directly, rather 
than appointed. 

The CHarrMan. Has the bill been introduced to carry out your 
views? 

Mr. Gupe: Not in the Senate. 

The CHarrMAN. Have you one in the House? 

Mr. Gupp: Yes. 

The CHArRMAN. Will vou let me have it? 

Mr. Gupe. These are the two bills that were introduced in the 
House. One is by Mr. O’Konski, who is a Republican of Wisconsin, 
and one is by Mr. Brown, a Democrat from Missouri. They both 
accomplish the same thing, although they approach it with slightly 
different methods. 

The CuarrMan. These two bills? Could you spare these? 

Mr. Gupe. Yes, indeed. 

The CuarrMan. These two bills will be filed in connection with 
your testimony, Mr. Gude, H. R. 12053 by Mr. O’Konski and H. R. 
12291 by Mr. Brown of Missouri. 

(The bills referred to are as follows:) 


[H. R. 12053, 85th Cong., 2d sess.] 


A BILL To provide a self-help plan under which — commodity producers would be able to obtain 
a fair and equitable share of the national income 


Be it enacted by the Senate and the House of Representatives of the United States 
of America in Congress assembled, 


TITLE I—SHORT TITLE; DEFINITIONS 
SHORT TITLE 


Sec. 101. This Act may be cited as the “Commodity Stabilization Act of 1958’’. 


DEFINITIONS 


Sec. 102. For the purpose of this Act, the term— 

(1) “Producer”? means a person who produces any agricultural commodity in 
the United States and makes sales of such commodity in interstate or foreign 
commerce or sales of such commodities which directly burden, obstruct, or affect 
interstate or foreign commerce. 
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(2) “Secretary’’ means the Secretary of Agriculture. 
(3) “Commission” means the Commodity Stabilization Commission created 
in section 401. 
(4) “Association’’ means a producer controlled commodity stabilization asso- 
— or corporation which has been designated by the Secretary under section 
01. 
(5) “Board’’ means the board of directors of the association. 


TITLE II—COMMODITY STABILIZATION ASSOCIATION 
DESIGNATION OF ASSOCIATION 


Src. 201. The Secretary must charter as a commodity stabilization association 
any association which meets the requirements of this title. The association so 
designated shall have the powers granted in title II. 


REQUIREMENTS FOR CHARTER 


Sec. 202. The equirements for charter as a commodity stabilization association 
are the following: 

(1) The association must be organized on a nationwide basis, with chapters or 
divisions in the commodity producing areas. 

(2) There must be regional divisions within the association; such regions being 
so arranged that production in each is approximately equal. 

(3) The association must have a national board of directors composed of one 
member from each of the regional divisions, elected directly by the members of 
the association in that region. All elections shall be by secret ballot insuring the 
democratic process. 

(4) Membership in the association must be limited to the producers of the 
commodity. Anyone engaged in the production of the commodity as of the date 
of enactement of the Commodity Stabilization Act of 1958 shall be eligible for 
membership. 

(4a) Rules for transferring memberships and requirements for new membership 
shall be established by the association’s board of directors duly elected. 

(5) More than one-half of the producers of the commodity must be members of 
the association or its membership must represent more than one-half the produc- 
tion of the commodity. 

(6) Any commodity forming such an association shall have the right to price its 
product on a constructed cost of production formula, as set forth in section 404, 

(7) Any commodity forming such an association shall have the right to impose 
upon itself any system of marketing restrictions adopted by a majority vote of 
the association membership. 

(a) Marketing restrictions can be eliminated or changed by a majority vote of 
the membership of the association. 

(8) Any commodity forming such an association shall have the right to handle 
its own surpluses through the establishment of a stabilization fund supported by 
stabilization fees imposed upon all producers. Compliance of all producers shall 
be obtained by the instrumentation of national marketing orders after a national 
referendum held by the Secretary for the commodity involved. The adminis- 
trator of the Federal order shall have the power to collect fees for the purpose of 
buying surpluses. 

(a) Each commodity association shall devise a program for its commodity 
that is acceptable to the membership and the Congress. 

(b) Not empowered to engage in commercial processing of raw commodities 
or any other business activity. 

(9) Any handler, dealer, or buyer of farm commodities at the farm level who 
threatens farmers with a loss of their market because they join or are active in 
helping in the organization of such commodity associations shall be subject to a 
fine of not more than $5,000 or one year in jail or both. 

(10) That the educational facilities of the Government (Extension Service— 
Vocational Agricultural Teachers, and so forth) be used to inform farmers of the 
necessity of forming associations in a highly developed mechanized agriculture 
that are able to apply human intelligence to the law of supply and demand. 
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TITLE II—COMMODITY STABILIZATION PROGRAM FOR MILK 


Sec. 301. (a) The association shall devise a program, which conforms with the 
provisions of this Act, under which the price of manufacturer’s milk will be sup- 
ported at a level to be determined by the board of directors of the association, 
marketing restrictions can be self-imposed by a majority vote of the membership, 
and assessments will be levied on producers to support the cost of the program. 

(b) The proposed program shall become effective October 1, 1958, after more 
than two-thirds of the dairy producers have voted in favor of a national Federal 
order on manufacturer’s milk in a referendum conducted by the Secretary. 

(c) The Secretary in consultation with the board and representatives of the 
handlers shall make an annual calculation of total demand, both domestic and 
foreign; any marketing quota system adopted by the association must fill this 
demand. 

PRICE SUPPORT 


Sec. 302. (a) The board of directors of the association may support the price of 
manufacturer’s milk through purchases of milk products. The level, terms, and 
conditions of the price support operations of the board shall be determined by 
the board, except that the board shall take no action inconsistent with the pro- 
gram submitted and approved as provided in section 301, and shall not support 
the price of manufacturer’s milk at a level higher than that permitted under the 
provisions of title 1V. In carrying out this section, the board may hold such 
hearings and utilize such studies as it considers necessary. 

(b) Appropriate adjustments may be made by the board in the support price 
based on cost variations for manufacturer’s milk due to changes in the cost of 
production of milk. Prices shall be established for butter, Cheddar cheese and 
milk powder by the board to enable dairy plants to pay the producer the price 
set by the association’s board of directors. Also to make variations in price for 
differences in grade, type, quality, and other factors. To determine the support 
price level for any marketing year, the support prices to producers for all milk 
products shall be reduced to a common factor, such as milk equivalent and 
averaged. 

(c) No dairy product acquired by the board in the course of providing price 
support under this section may be disposed of as the board sees fit, except that 
such dairy products shall be disposed of in a fashion which assures that no part 
thereof will be used for human consumption in the United States. 


STABILIZATION FEES 


Sec. 305. (a) The board may, in consultation with the Market Administrator, 
prescribe stabilization fees to be paid with respect to the marketing of milk. 
Such fees shall be paid by producers and deducted by handlers of milk at such 
times, in such amounts, and in such manner as the board may by regulation 
prescribe. 

(b) The United States district courts shall have jurisdiction of civil actions 
brought by the board to recover any marketing fees which have not been paid. 


TITLE IV—COMMODITY STABILIZATION COMMISSION 
ESTABLISHMENT OF COMMISSION 


Sec. 401. (a) There is hereby established as an independent agency in the 
executive branch of the Government an agency to be known as the Commodity 
Stabilization Commission or referee which shall be composed of five members 
appointed by the President, by and with the advice and consent of the Senate. 
The President shall designate one of the members to act as Chairman, Not 
more than three members of the Commission shall be members of the same 
political party. 

(b) The terms of office of members of the Commission shall be five years, 
except that 

(1) any member appointed to fill a vacancy occurring prior to the expira- 
tion of the term for which his predecessor was appointed shall be appointed 
for the remainder of such term; and 

(2) the terms of office of the members first taking office shall expire, as 
designed by the President at the time of appointment, one at the end of 
one year, one at the end of two years, one at the end of three years, and one 
at the end of four years, after the date of their appointment. 
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Any member of the Commission may be removed by the President for inefficiency, 
neglect of duty, or malfeasance in office. 

(c) Each member of the Commission (other than the Chairman) shall receive 
compensation at the rate of $20,000 per annum; and the Chairman shall receive 
compensation at the rate of $20,500 per annum. 

(d) The principal office of the Commission shall be in the District of Columbia, 
but the Commission or any duly authorized representative may exercise any or 
all of its powers in any place. The Commission shall hold such meetings, con- 
duct such hearings, and receive such reports as may be necessary to enable it to 
carry out the provisions of this Act. hree members of the Commission shall 
constitute a quorum thereof. 

(e) The Commission shall have authority, subject to the provisions of the civil- 
service laws and the Classification Act of 1949, to appoint and fix the compensation 
of such officers and employees as are necessary in the exercise of its functions. 


PRICE SCHEDULES 


Sec. 402. (a) Under such rules and regulations as the Commission shall pre- 
scribe, the board shall file with the Commission, within such time (not less than 
sixty days from the date this Act takes effect) and in such form as the Commission 
may designate, and shall keep open for public inspection, schedules showing the 
price at which milk and milk products are to be supported. 

(b) Unless the Commission otherwise orders, no change shall be made by the 
board in the level at which it is supporting the price of milk or any milk product 
except after thirty days’ notice to the Commission and to the public. Such notice 
shall be given by filing with the Commission and keeping open for public inspection 
new schedules plainly stating such new support prices. The Commission, for good 
cause shown, may allow such changes to take effect without requiring the thirty 
days’ notice herein provided for by an order specifying the changes to be made 
and the time when they shall take effect. 

(c) Whenever any such schedules of new support prices is filed, a proof of justi- 
fied increase or decrease must be submitted by the board from data collected from 
pilot farms established by the board. The Commission shall have authority, 
without formal pleading, but upon reasonable notice, to enter upon a hearing 
concerning the lawfulness of such support price; and, pending such hearing and 
decision thereon, the Commission may suspend the operation of such schedule, but 
not for a longer period than five months beyond the time when it would otherwise 
go into effect; and after full hearings, either completed before or after the new 
support price has gone into effect, the Commission may make such orders with 
reference thereto as would be proper in a proceeding initiated after it had become 
effective. 

(d) At any hearing involving an increase in price supports, the burden of proof 
to show that the higher price support is not unlawful shall be upon the board. 


UNLAWFUL LEVELS OF PRICE SUPPORT 


Sec. 403. (a) Whenever the Commission, after a hearing had upon its own 
motion, finds that the level of price support then in effect is unlawful by using 
industrial wage scales and profits, the Commission shall determine the highest level 
of price support which would be lawful and shall fix the same by order as a measure, 
as defined in section 404. 


PERMISSIBLE LEVEL OF PRICE SUPPORTS 


Src. 404. (a) Any level of price support shall be unlawful which would provide 
a rate of profit for milk producers, on an overall basis, after allowing for the con- 
structed costs (as definied in subsection (b)) of producing milk higher than the 
average rate of return in production enterprises in the United States during the 
most recent year for which figures are available; except that such level of price 
support shall not be so high as to provide milk producers, on an overall basis with 
an income greater than parity of income; in calculating parity of income, nonfarm 
farm income shall be excluded from farm income. 

(b) The constructed costs of producing milk shall be determined by the board 
and submitted to the Commission. Such costs shall be determined on the basis 
of the actual costs of producing milk on a typical dairy farm in the United States, 
except that (1) in computing labor costs, the board shall apply a rate of wages 
equal to those in effect in industrial enterprises, and (2) in determining production 
of milk, the board shall not utilize a rate of production higher than the National 
Dairy Herd Improvement Association average. 
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INVESTIGATIONS BY COMMISSION 


Sec. 405. (a) The Commission may investigate any facts, conditions, practices 
or matters which it may find necessary or proper in order to enable it to carry out 
its duties under this Act. 

(b) For the purpose of any investigation or any other proceeding under this 
Act, any member of the Commission, or any officer designated by it, is empowered 
to administer oaths and affirmations, subpena witnesses, compel their attendance, 
take evidence, and require the production of any books, papers, correspondence, 
memorandums, contracts, agreements, or other records which the Commission 
finds relevant or material to the inquiry. Such attendance of witnesses and the 
production of any such records may be required from any place in the United 
States or at any designated place of hearing. Witneses summoned by the Com- 
mission to appear before it shall be paid the same fees and mileage that are paid 
witnesses in the courts of the United States. 

(c) In case of contumacy by, or refusal to obey a subpena issued to, any person, 
the Commission may invoke the aid of any court of the United States within the 
jurisdiction of which such investigation or proceeding is carried on, or where such 
person resides or carries on business in requiring the attendance and testimony of 
of witnesses and the production of books, papers, correspondence, memorandums, 
contracts, agreements, and other records. Such court may issue an order requiring 
such person to appear before the Commission or member or officer designated by 
the Commission, there to produce records, if so ordered, or to give testimony 
touching the matter under investigation or in question; and any failure to obey 
such order of the court may be punished by such court as a contempt thereof. 
All process in any such case may be served in the judicial district whereof such 
person is an inhabitant or wherever he may be found or may be doing business. 
Any person who willfully shall fail or refuse to attend and testify or to answer any 
lawful inquiry or to produce books, papers, correspondence, memorandums, 
contracts, agreements, or other records, if in his or its power so to do, in obedience 
to the subpena of the Commission, shall be guilty of a misdemeanor and upon 
conviction shall be subject to a fine of not more than $1,000 or to imprisonment 
for a term of not more than one year, or both. 

(d) The testimony of any witness may be taken at the instance of a party, in any 
proceeding or investigation pending before the Commission, by deposition at any 
time after the proceeding is at issue. The Commission may also order testimony 
to be taken by deposition in any proceeding or investigation pending before it at 
any stage of such proceeding or investigation. Such depositions may be taken 
before any person authorized to administer oaths not being of counsel or attorney 
to either of the parties, nor interested in the proceeding or investigation. Any 
person may be compelled to appear and depose, and to dpe. documentary 
evidence, in the same manner as witnesses may be compelled to appear and testify 
and produce documentary evidence before the Commission, as hereinbefore 
provided. Such testimony shall be reduced to writing by the person taking 
deposition, or under his direction, and shall, after it has been reduced to writing, 
be subscribed by the deponent. 

(e) Witnesses whose depositions are taken as authorized in this Act, and the 
person or officer taking the same, shall be entitled to the same fees as are paid 
for like services in the courts of the United States. 


RULES OF PROCEDURE 


Sec. 406. All hearings, investigations, and proceedings under this Act shall 
be governed by. rules of practice and procedure to be adopted by the Commission, 
and in the conduct thereof the technical rules of evidence need not be applied. 
No informality in any hearing, investigation, or proceeding or in the manner of 
taking testimony shall invalidate any order, decision, rule, or regulation issued 
under the authority of this Act. 


JUDICIAL REVIEW 


Sec. 407. Any person affected by an order issued by the Commission in a 
proceeding under this Act may obtain a review of such order in the United States 
Court of Appeals for the District of Columbia by filing in such court, within 
sixty days after the order of the Commission, a written petition praying that the 
order of the Commission be modified or set aside in whole or in part. A copy of 
such petition shall forthwith be served upon any member of the Commission 
and thereupon the Commission shall certify and file with the court a transcript 
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of the record upon which the order complained of was entered. Upon the filing 
of such transcript, such court shall have exclusive jurisdiction to affirm, modify, 
or set aside such order in whole or in part. No objection to the order of the 
Commission shall be considered by the court unless such objection shall have 
been urged before the Commission in the application for rehearing unless there is 
reasonable ground for failure ‘so to do. The finding of the Commission as to 
the facts, if supported by substantial evidence, shall be conclusive. If any party 
shall apply to the court for leave to adduce additional evidence, and shall show 
to the satisfaction of the court that such additional evidence is material and 
that there were reasonable grounds for failure to adduce such evidence in the 
proceedings, before the Commission, the court may order such additional evidence 
to be taken before the Commission and to be adduced upon the hearing in such 
manner and upon such terms and conditions as to the court may seem proper. 
The Commission may modify its findings as to the facts by reason of the addi- 
tional evidence so taken, and it shall file with the court such modified or new 
findings, which if supported by substantial evidence, shall be conclusive, and its 
recommendation, if any, for the modification or setting aside of the original order. 
The judgment and decree of the court, affirming, modifying, or setting aside, in 
whole or in part, any such order of the Commission, shall be final, subject to 
review by the Supreme Court of the United States upon certiorari or certifica- 
tion as provided in section 1254 of the United States Code, as amended (U. S. C., 
title 28, secs. 346 and 347). 


TITLE V—MISCELLANEOUS 
PRICE SUPPORT UNDER OTHER ACTS 


Sec. 501. No price support shall be afforded milk or milk products under 
title II of the Agricultural Act of 1949 during any period the board has authority 
the price of milk and milk products under this Act. 


TERMINATION 


Sec. 502. In the event the Commission determines that— 
(1) an association which has been chartered under section 201 no longer 
meets the requirements of title II, and 
(2) the association has failed to comply with any provision of this Act, 
or with the program submitted to the referendum as provided in section 301, 
they may rescind the charter of the association under section 201. 


{H. R. 12291, 85th Cong., 2d sess.] 


A BILL To divest the Secretary of Agriculture of any legislative authority to fix prices on milk and dairy 
products; to direct the Secretary of Agriculture to call a National Dairy Producers’ Constitutional Con- 
vention whereby bona fide dairy producers may formulate their own self-financing programs for stabiliz- 
ing milk prices at fair and equitable levels; and to create a regulatory commission to protect the public 
interest in the production and marketing of milk 

Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, 

SHORT TITLE 


SecTion 1. This Act may be cited as the ‘Milk and Dairy Products Act of 
1958’’. 
DEFINITIONS 


Sec. 2. For the purposes of this Act, the term— 

(1) “Dairy producer’’ means a person or corporation who produces milk in a 
State and makes sales of such milk throughout the year which are sales in inter- 
state or foreign commerce or which directly burden, obstruct, or affect interstate 
or foreign commerce. 

(2) ‘‘Milk products’’ means cheese, butter, and nonfat dry milk. 

(3) “Secretary’’ means the Secretary of Agriculture. 

(4) ‘Commission’? means the Federal Milk Commission established by sec- 
tion 9. 

NATIONAL REFERENDUM 


Sec. 3. (a) The Secretary shall arrange for a referendum in which bona fide 
dairy producers shall (1) vote on whether they favor or oppose the holding of a 
national convention of dairy producers as authorized in this Act, and (2) vote 
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to determine which of the individuals who have been proposed for consideration 
as provided in subsection (d) are to be delegates to the regional conventions held 
preliminary to the national convention. Each county in the United States shall 
have at least one polling place for the referendum. 

(b) Each dairy producer shall be entitled to one vote in the referendum con- 
ducted under this section. 

(c) There shall be one delegate to the regional convention for each five hundred 
dairy producers in a county, except that in any event each county where there are 
more than fifty dairy producers shall have one delegate. 

(d) To be eligible for consideration as a delegate to a regional convention a 
person must be a bona fide dairy producer and must be proposed for consideration 
by a petition to the Secretary signed by at least fifty dairy producers or by at least 
one-third of the dairy producers in a county in the case of counties in which there 
are fewer than one hundred dairy producers. 


REGIONAL CONVENTIONS 


Sec. 4. (a) The Secretary shall divide the United States into fifteen regions 
each of which shall have approximately equal milk productions. The Secretary 
shall provide for holding a regional convention in each such region. He shall 
provide that at each such convention the delegates shall— 

(1). divide into committees'and study groups to formulate resolutions for 
consideration at the national convention, 

(2) adopt such resolutions as they desire to propose before the national 
convention, and 


(3) elect, from among their number, fifteen persons to be delegates to the 
national convention. 

(b) The Secretary shall pay the compensation, in accordance with the Classifi- 
cation Act of 1949, of such attorneys, accountants, and other experts as he deter- 
mines may be necessary at each regional convention. Each delegate to a regional 
convention shall receive compensation at the rate of $12 per diem for each day 
they serve at the regional convention and each such delegate shall receive his 
travel and subsistence pay in conformity with the Standardized Government 
Travel Regulations. 

NATIONAL CONVENTION 


Sec. 5. (a) The Secretary shall provide for holding a national convention in the 
city of Chicago, Illinois. The delegates at such conventions shall be the persons 
elected at the regional conventions pursuant to section 4. 

(b) At the national convention the delegates shall— 

(1) study the various problems confronting the dairy industry in the 
United States; 

(2) formulate and adopt a constitution whereby dairy producers shall 
elect their own officials and operate their own self-financing stabilization 
programs to provide the Nation with an adequate, balanced, and orderly 
flow of milk and dairy products at fair, equitable, and stabilized prices. 

(c) The constitution and the program formulated at the national convention 
shall be submitted to a referendum of dairy producers who voted in the referendum 
conducted under section 3. If, in such referendum, a majority of the dairy 
producers voting indicates that they wish the constitution and the program to 
become effective, such constitution and such program shall become effective. 

(d) The Secretary shall pay the compensation, in accordance with the Classifi- 
cation Act of 1949, of such attorneys, accountants, and other experts as he deter- 
mines may be necessary at the national convention. Each delegate to the national 
convention shall receive compensation at the rate of $12 per diem for each day 
they serve at the national convention and each such delegate shall receive his 
travel and subsistence pay in conformity with the standardized Government 
travel regulations. 

AUTHORITY OF DAIRY PRODUCERS 


Sec. 6. (a) If, in carrying out any program which has become effective under 
section 5, it shall be necessary for dairy producers through their duly elected 
officials to have authority to impose on all producers marketing assessments Or 
fees for the purpose of enabling the producers to stabilize prices of milk and milk 
products, such fees or assessments are hereby authorized and shall be deducted 
by milk handlers from payments made to the dairy producers. 

(b) No program shall become effective which provides for marketing allotments 
or controls unless and until the terms and conditions of such allotments or con- 
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trols are explicitly approved by a majority of dairy producers in a national refer- 
endum. 


COMMODITY CREDIT CORPORATION 


Sec. 7. (a) While a program adopted under this Act is in effect, the Com- 
modity Credit Corporation, notwithstanding section 201 of the Agricultural Act 
of 1949, may not support the price of whole milk, butterfat, or the products of 
such commodities. 

(b) During each of the first two fiscal years in which a program adopted under 
this Act is in effect, the Commodity Credit Corporation shall loan to the dairy 
producers such sums, not in excess of $200,000,000 in each year, as the elected 
officials of the dairy producers estimate will be needed for working capital. The 
sums so loaned shall be repaid, with interest at a rate to be determined by the 
Secretary of Agriculture but not less than the cost of money to the Commodity 
Credit Corporation for a comparable period. 

(ec) During the time a program adopted under this Act is in effect, the Com- 
modity Credit Corporation, notwithstanding section 407 of the Agricultural Act 
of 1949, may not sell any milk products in its stocks within the United States. 


LAWFUL PRICES 


Sec. 8. In the event a program adopted under this Act provides for establishing 
price levels paid to dairy producers for their milk, the prices shall be considered 
lawful if they do not exceed levels which will result in an adequate, balanced, and 
orderly flow of milk and milk products to the market at fair, equitable, and 
stabilized prices, determined as provided in section 12. 


FEDERAL MILK COMMISSION 


Sec. 9. (a) There is hereby established as an independent agency in the execu- 
tive branch of the Government an agency to be known as the Federal Milk 
Commission which shall be composed of five members appointed by the President, 
by and with the advice and consent of the Senate. The President shall designate 
one of the members to act as Chairman. Not more than three members of the 
Commnission shall be members of the same political party. 

(b) The terms of office of members of the Commission shall be five years, 
except that— 

(1) any member appointed to fill a vacancy oceurring prior to the expira- 
tion of the term for which his predecessor was appointed shall be appointed 
for the remainder of such term, and 

(2) the terms of office of the members first taking office shall expire, as 
designated by the President at the time of appointment, one at the end of one 
year, one at the end of two years, one at the end of three years, and one at the 
end of four years, after the date of their appointment. Any member of the 
Commission may be removed by the President for inefficiency, neglect of 
duty, or malfeasance in office. 

(c) Each member of the Commission (other than the Chairman) shall receive 
compensation at the rate of $20,000 per annum; and the Chairman shall receive 
compensation at the rate of $20,500 per annum. 

(d) The principal office of the Commission shall be in the District of Columbia, 
but the Commission or any duly authorized representative may exercise any or 
all of its powers in any place. The Commission shall hold such meetings, con- 
duct such hearings, and receive such reports as may be necessary to enable it to 
carry out the provisions of this Act. Three members of the Commission shall 
constitute a quorum thereof. 

(e) The Commission shall have authority, subject to the provisions of the civil- 
service laws and the Classification Act of 1949, to appoint and fix the compensa- 
tion of such officers and employees as are necessary in the exercise of its functions, 


PRICE SCHEDULES 


Sec. 10. (a) Under such rules and regulations as the Commission shall prescribe, 
the elected officials of the dairy producers shall file with the Commission, within 
such time and in such form as the Commission may designate, and shall keep 
open for public inspection, schedules showing the lawful prices at which milk and 
milk products are to be established under the program adopted under this Act. 

(b) Unless the Commission otherwise orders, no change shall be made by the 
dairy preducers in the level at which the price of milk or any milk product is to 
be established, except after thirty days’ notice to the Commission and to the 
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public. Such notice shall be given by filing with the Commission and keeping 
open for public inspection new schedules plainly stating such new prices. The 
Commission, for good cause shown, may allow such changes to take effect without 
requiring the thirty days’ notice herein provided for by an order specifying the 
changes to be made and the time when they shall take effect. 

(c) Whenever any such schedule of new prices is filed, the Commission shall 
have authority, without formal pleading, but upon reasonable notice, to enter 
upon a hearing concerning the lawfulness of such price; and, pending such hearing 
and decision thereon, the Commission may suspend, but not for a longer period 
than five months beyond the time when the new schedule would otherwise go 
inte effect; and after full hearings, either completed before or after the new price 
has gone into effect, the Commission may make such orders with reference thereto 
as would be proper in a proceeding initiated after it had become effective. 

(d) At any hearing involving an increase in prices, the burden of proof to show 
that the higher prices are not unlawful shall be upon the elected officials of the 
dairy producers. 

UNLAWFUL PRICES 


Sec. 11. Whenever the Commission, after a hearing had upon its own motion, 
finds that the price theretofore established and in effect is unlawful, the Commis- 
sion shall determine the highest level of price which would be lawful and shall 
establish the same by order. 


DETERMINATION OF LAWFUL PRICES 


Sec. 12. (a) In determining whether a price is lawful, the Commission shall 
ascertain the price which will return the cost of production, determined as pro- 
vided in subsection (b), plus a reasonable profit. 

(b) The cost of production shall be determined on the basis of an audited cost 
accounting survey of the actual production costs of at least one hundred dairy 
herds in each region established by the Secretary under section 4, selected ac- 
cording to accepted statistical methods to represent a reasonably adequate sample 
of class I and nonclass I producers. In determining such costs— 

(1) all costs of production on the farm shall be considered which are 
properly assignable to milk production, 

(2) farm-grown feed shall be assigned a cost of not less than 85 per centum 
of the wholesale market price of such feed in the areas, 

(3) hired and family labor shall be assigned a cost computed on the basis 
of wage rates for comparable work in milk manufacturing and processing 
plants in the area. 

(c) The reasonable profit referred to in subsection (a) shall be a return to dairy 
producers on invested capital equal to the average return on the net worth earned 
by milk manufacturers and handlers during the preceding fiscal year. 

(d) The Commission is further authorized to make audited cost accounting 
surveys of production costs experienced by colleges and universities in handling 
test herds in each of the regions established by the Secretary under section 4, 
such surveys to make due allowances for per cow production of test herds compared 
to national per cow production averages. 


INVESTIGATIONS BY COMMISSION 


Sec. 13. (a) The Commission may investigate any facts, conditions, practices, 
or matters which it may find necessary or proper in order to enable it to carry out 
its duties under this Act. 

(b) For the purpose of any investigation or any other proceeding under this 
Act, any member of the Commission, or any officer designated by it, is empowered 
to administer oaths and affirmations, subpena witnesses, compel their attendance, 
take evidence, and require the production of any books, papers, correspondence, 
memoranda, contracts, agreements, or other records which the Commission finds 
relevant or material to the inquiry. Such attendance of witnesses and the pro- 
duction of any such records may be required from any place in the United 
States or at any designated place of hearing. Witnesses summoned by the 
Commission to appear before it shall be paid the same fees and mileage that are 
paid witnesses in the courts of the United States. 

(ec) In case of contumacy by, or refusal to obey a subpena issued to, any person, 
the Commission may invoke the aid of any court of the United States within the 
jurisdiction of which such investigation or proceeding is carried on, or where such 
person resides or carries on business in requiring the attendance and testimony 
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of witnesses and the production of books, papers, correspondence, memoranda, 
contracts, agreements, and other records. Such court may issue an order requir- 
ing such person to appear before the Commission or member or officer designated 
by the Commission, thereto produce records, if so ordered, or to give testimony 
touching the matter under investigation or in question; and any failure to obey 
such order of the court may be punished by such court as a contempt thereof. 
All process in any such case may be served in the judicial district whereof such 
person is an inhabitant or wherever he may be found or may be doing: business. 
Any person who willfully shall fail or refuse to attend and testify or to answer 
any lawful inquiry or to produce books, papers, correspondence, memoranda, 
contracts, agreements, or other records, if in his or its power so to do, in obedience 
to the subpena of the Commission, shall be guilty of a misdemeanor and upon 
conviction shall be subject to a fine of not more than $1,000 or to imprisonment 
for a term of not more than one year, or both. 

(d) The testimony of any witness may be taken at the instance of a party, in 
any proceeding or investigation pending before the Commission, by deposition 
at any time after the proceeding is at issue. The Commission may also order 
testimony to be taken by deposition in any proceeding or investigation. Such 
depositions may be taken before any person authorized to administer oaths not 
being of counsel or attorney to either of the parties, nor interested in the proceeding 
or investigation. Any person may be compelled to appear and devose, and to 
produce documentary evidence, in the same manner as witnesses may be compelled 
to appear and testify and produce documentary evidence before the Commission, 
as hereinbefore provided. Such testimony shall be reduced to writing by the 
person taking deposition, or under his direction, and shall, after it has been 
reduced to writing, be subscribed by the deponent. 

(e) Witnesses whose depositions are taken as authorized by this Act, and the 
person or officer taking the same, shall be entitled to the same fees as are paid 
or like services in the courts of the United States. 


RULES OF PROCEDURE 


Sec. 14. All hearings, investigations, and proceedings under this Act shall be 
governed by rules of practice and procedure to be adopted by the Commission, 
and in the conduct thereof the technical rules of evidence need not be applied. 
No informality in any hearing, investigation, or proceeding or in the manner 
of taking testimony shall invalidate any order, decision, rule, or regulation issued 
under the authority of this Act. 


JUDICIAL REVIEW 


Sec. 15. Any person affected by an order issued by the Commission in a pro- 
ceeding under this Act may obtain a review of such order in the United States 
Court of Appeals for the District of Columbia by filing in such court, within 
sixty days after the order of the Commission, a written petition praying that the 
order of the Commission be modified or set aside in whole or in part. A copy of 
such petition shall forthwith be served upon any member of the Commission and 
thereupon the Commission shall certify and file with the court a transcript of the 
record upon which the order complained of was entered. Upon the filing of such 
transcript such court shall have exclusive jurisdiction to affirm, modify, or set 
aside such order in whole or in part. No objection to the order of the Commission 
shall be considered by the court unless such objection shall have been urged 
before the Commission in the application for rehearing unless there is reasonable 
ground for failure so to do. The finding of the Commission as to the facts, if 
supported by substantial evidence, shall be conclusive. If any party shall apply 
to the court for leave to adduce additional evidence, and shall show to the satis- 
faction of the court that such additional evidence is material and that there were 
reasonable grounds for failure to adduce such evidence in the proceedings before 
the Commission, the court may order such additional evidence to be taken before 
the Commission and to be adduced upon the hearing in such manner and upon 
such terms and conditions as to the court may seem proper. The Commission 
may modify its findings as to the facts by reason of the additional evidence so 
taken, and it shall file with the court such modified or new findings, which if 
supported by substantial evidence, shall be conclusive, and its recommendation, 
if any, for the modification or setting aside of the original order. The judgment 
and decree of the court, affirming, modifying, or setting aside, in whole or in part, 
any such order of the Commission, shall be final, subject to review by the Supreme 
Court of the United States upon certiorari or certification as provided in section 
1254 of the United States Code, as amended (U. S. C., title 28, sees. 346 and 347). 
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Sec. 16. There are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, such sums as may be necessary to 
carry out the purposes of this Act, not to exceed $5,000,000. 

The CHarrMan. All right, would you be able to tell us in a nutshell 
how either of these two bills differ from the so-called Humphrey- 
Proxmire and Wiley bill that we are now considering? 

Mr. Gupe. Yes, sir. One of the principal differences is the manner 
in which the Board comes into being. Under the bill, that bill, the 
farmers nominate 3, the farmers from each of the 15 regions, and 1 
is appointed by the Secretary. We believe what we need is an asso- 
ciation of dairy farmers, a commodity group organized right on down 
to the county level, and that they should elect themselves 1 member 
of the Board from each of the 15 regions by a direct election by the 
dairy farmers. 

The CHarrMan. It would be separated from the Department of 
Agriculture altogther? 

Mr. Gupk. yes, it would be a private group. 

The CuarrMan. I understand. Now what advantage would that 
have, or disadvantage, either way you want to put it? 

Mr. Gups. Just in the manner of administration. I think there 
is some difficulty, when you have two members of the Department 
of Agriculture—this is a matter of price, and people get pretty hot 
about that—and we have asked for an appointed Board appointed 
by the President, with the approval of the Senate, to act as the 
controlling factor so that we could not go above a price level set by 
the Congress. 

The CuatrMan. Who would submit the names to the President? 
You would do it by election? 

Mr. Gups. No, the Commission—no, the President would just 
appoint that as he appoints the ICC Commission. It is covered in 
the bills exactly like any of the public-utility commissions. 

The CHarrRMAN. I understand. Now this Board, as provided for 
in the Senate bill is, as I understand it, a stabilization board? 

Mr. Gupp. Yes. 

The CuarrMANn. And it is selected by the Secretary of Agriculture? 

Mr. Gupe. Well, no, their Board is appointed by the President, 
after nomination by the farmers in the 15 regions. We would elect a 
board, a stabilization board, in the area through an association of 
farmers. They would all vote right from the county level directly 
for that man. 

The CuarrMan. How many in number? 

Mr. Gupr. There would be 15. But then the Commission that 
would control, that would be between the Board and the public in the 
public interest, would be a commission similar to, I believe, the Gas 
Commission. It is a five-man Board appointed by the President with 
the approval of the Senate. And they are the ones who would protect 
the public, to see that we did not raise our price above a level set by 
the Congress. 

The CHarrMan. So that you would have this Commission to watch 
over the Board, which would be elected? 

Mr. Gupe. It would be monopolistic pricing, we believe, and in our 
tradition you cannot have monopolistic pricing without the public 
interest being protected by a commission. 
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The CuarrMAn. Would not the results be the same, though, as 
under the Stabilization Board? 

Mr. Gung. Yes, I think they would. 

The Cuatrman. Provided for in the Senate measure? 

Mr. Gupe. Well, that is one difference, the method of getting the 
Board. It would be by election. 

The Cuarrman. All right, what is your other? 

Mr. Guper. The second difference is a matter of price. 

Senator Proxmrre. Could I ask a question there? 

The CuarrMan. Senator Proxmire. 

Senator Proxmrre. This is a splendid organization and they are 
very well represented in my State. Thousands of Wisconsin farmers 
belong to it, and I know these gentlemen have worked mighty hard. 

I do not mean by my questions that I am hostile to your program, 
I think you have done excellent work on it. However, I am very 
concerned about this Board you have been talking about. It seems 
to me it might constitute a private corporation and might be an im- 
proper delegation of certain policing powers by the Congress to a pri- 
vate organization in view of the fact they would be elected and not 
appointed by the President. 

Mr. Gupe. Well, that is true. On the tax, for example—is that 
what you have reference to? 

Senator Proxmire. I am referring to that and whatever penalties 
vou may have. 

Mr. Gupr. On the tax, the way we feel, we already have the legis- 
lation for a national Federal order and we would not touch the money 
at all, nor would we collect it. It would be collected by the adminis- 
trator of the national Federal order, the same as taxes are right now 
collected by the administrators of our fluid milk Federal orders. The 
administrator of order 27, for example, not only collects for the admin- 
istration of the program, but he collects cooperative payments and 
he collects them from all farmers, whether they belong to a cooperative 
or not. 

Senator Proxmrire. Is he elected? 

Mr. Gupe. No; he is the milk administrator. 

Senator Proxmire. He is appointed? 

Mr. Gupe. He is a Government official, he collects that. 

Senator Proxmrire. That is the difference, isn’t it? 

Mr. Gupe. Well, you see, if we had a National Federal order, it 
would be the same thing, it would be the milk-administrator of the 
National Federal order that collected the fees, the Board would not 
collect the fees. 

Senator Proxmire. I see. But would not the Board have a policy 
determination in deciding what the fees should be? 

Mr. Gupe. Yes; they would have a policy of determining—— 

Senator Proxmire. That is something to look into, isn’t it—dele- 
gated to a private organization? 

Mr. Guper. Well, when you get into that, again, when you come to 
the determination of fees, it is priced on the national calculation of 
the demand for milk in the country for a year. We believe before you 
have any kind of a quota system, you must have an annual calculation, 
and of course, we believe that the Secretary and the handlers have to 
be in on that calculation. I mean, if they weren’t, if the public were 
not protected by the Secretary, the Board would have to much power. 
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But as long as that annual calculation is controlled and the Secretary 
is aware of it and the handlers are aware of it, you already have that, 
I believe, in some of your types of tobacco, where they make a caleu- 
lation and the Secretary and the buyers along with the farmers come 
to a conclusion as to how much they will put in that year. We would 
have to have the same thing on an annual calculation to determine 
what the needs of the country were. 

The CuarrMan. Off the record. 

(Discussion off the record.) 

The CuarrMan. Now what you are proposing is that you have two, 
a commission and a board? 

Mr. Gupe. Yes, sir. 

The CxHarrMAN. The board would be elected by the farmers 
themselves in the various regions. 

Mr. Gupe. That is right. 

The CHarrMan. And the President would then appoint a commis- 
sion that would stand more or less as an arbitrator to arbitrate the 
prices and things like that? 

Mr. Gupe. Yes. 

; The CHarrmMan. Now what other power would this commission 
rave? 

Mr. Gupe. Well, the price, of course, is another severe difference 
between our program. We feel since we only receive about one-third 
of equity of income in agriculture, we believe that it is a national 
problem. I believe that the fact that industry is able at the present 
time to pass on its prices to influence its prices, pass on increase in 
costs where formerly they were not able to do that, there was much 
more stringent competition, and the very basis of any capitalistic 
economy, the basic conflict must be between agriculture capital and 
nonagriculture capital for profits. 

Now that, of course, is based upon all the economists thinking, 
from Mr. Smith and Ricardo on down, because we know we all have 
to eat. And back in Smith’s and Ricardo’s time, when you increased 
the price of food, the nonagriculture capitalists, or the employer, 
no matter what he was, must increase his wage, because his minimum 
wage in that time was that amount with which he could buy enough 
food to maintain life. An increase in the price of food necessitated 
an increase in the wage of the worker. That profit went to agriculture. 
And the reason it went to agriculture was because the employer could 
not increase his price at will. 

Now today, if you follow it through, we do have that in our economy, 
and that I believe is the crux of the thing. 

The CuHarrMaNn. All right, let’s go back to the difference, because 
that is the one important thing, as you say, one important difference 
between your proposal and the Humphrey-Proxmire-Wiley proposal. 

Now as Senator Proxmire pointed out, if you had a hened selected 
by the dairymen themselves, it would give it the complexion, more or 
less, of a private board, privately organized, and it would take it out 
of the realm of Government. would it not? 

Mr. Gupe. Well, it would be controlled by the Commission. 

The CuarrmMan. Why is that necessary? I just cannot understand. 

Mr. Gupe. Because it would be monopolistic pricing, and we never 
allow any monopolistic pricing without protecting the public industry. 
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We ourselves do not think that Board should be in a position to charge 
anything it wants to for milk. 

The Cuarrman. It could do it within a yardstick fixed by the 
Congress? 

Mr. Gupe. Yes, it could do that. 

The CHarrMan. Well, how would your proposal differ from that 
insofar as price fixing is concerned? 

Mr. Gups. Well, the only thing is, if you have a constructive cost 
formula, which we are asking for, and we had an increase in our costs, 
we too could pass it on, we would not be caught in the price-cost 
squeeze that we are in now. Suppose tractors went up $300? We 
would prorate that into the price of 100 pounds of milk. 

The CHarrMan. Well, you are going to reach more nearly a level of 
parity income? 

Mr. Gupe. Yes, that is what we are attempting to do. Not only 
for ourselves, but I believe that it is going to be necessary, if you want 
to ever take the bumps out of our economy—we cannot have a 
stabilized economy and have $156 billion worth of American agri- 
culture producing and not consuming, and that is what we are doing. 
We do not consume in the rural areas, and it is not only the farmers, 
but I know from living in rural areas and working in them that they 
do not consume either. 

The CHarrMAN. Well, now, you feel that this Commission should 
be empowered with fixing the price of milk? 

Mr. Gupe. We would fix the price within a formula granted by the 
Congress, but they would see to it that we did it honestly. They 
would be the policemen to see if we prorated an increase in cost into 
our price that was unjust. They could see it and would throw it out. 
We would have to justify any increase. 

The CuatrMan. I think you would start off with a severe indictment 
against the men that you have faith in who will carry out, or are 
supposed to carry out your proposal? 

Mr. Gupe. We are not leaning over backward on that one. 

The CuatrMAN. Anyway, they are more or less like watchdogs over 
the board that is elected by the people? 

Mr. Gupe. That is right. 

The CuatrMan. Now, what is the other difference? 

Mr. Guper. They are the principal differences, the difference of a 
change from the parity formula—— 

The CHAIRMAN. Parity income? 

Mr. Gupe. Parity income, or constructed cost program, anything 
that would give us an income that would produce parity of income. 

The CuHarrMan. Well now, I presume that those of you who are 
promoting this bill have figured out the amount that you would expect 
on raw milk, or butter and cheese. What do those figures indicate? 

Mr. Gupr. We do not use any figures of our own. You can use 
any of the State college figures. We have been using the Wisconsin 
Extension Service, which is the same as the Michigan State. And 
I believe it runs a few pennies more. 

The CHarrMan. Assuming your bill would go through as you have 
it written, what would be the price of raw milk for the first year? 

Mr. Gupe. It would be somewhere around $5. 

The CuHarrRMAn. $5? 

Mr. Gupe. That is right. 
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The CuarrMan. The other would be $3.75? 

Mr. Gupr. Well, the Grange runs 80 percent, less than that 

The CHarrmMan. How much would that increase the price of butter? 

Mr. Gupe. That is one difficulty that we have. We do not think, 
if this went through in all of agriculture, that the competition from 
other foods would be particularly important. If you put this through 
in one commodity—take oleo, which is our big problem, we have a 
substitute in the market that can be produced from a vegetable fat 
much more cheaply. Now if they increase the price of other farm 
products to a parity of income, on a cost production basis, the relative 
position of the two foods would be the same, though*they would both 
be higher. 

The CuarrMan. I know, but this Board would not have any juris- 
diction over oleo or any other products? 

Mr. Gupe. No. 

The Coarrman. Who would have to do that part? 

Mr. Gupe. In our bill we ask the Congress to premit any com- 
modity to do that, to set up a board and to get a formula from the 
Congress for parity of income. What we would-like to do is raise all 
agriculture income up to parity of income. 

The CHarrMan. So that your bill then does not deal exclusively 
with milk and dairy products? 

Mr. Gupe. The O’Konski bill mentions all commodities and then 
gives a detail on milk. Because we are not familiar with the others, 
we do not raise soybeans. We just are not familiar with the other 
products. 

The CHarrRMAN. What about the other bill? 

Mr. Gupsg. The other bill sticks more closely to milk. It does not 
mention any other commodity. But our feeling is 

The CHatrMan. Well now, have you any idea, at $5 a hundred, 
how much that would increase the cost of butter? 

Mr. Gupe. What is our figure? I think it is 83 cents at the plant. 








STATEMENT OF JOHN GURTNER, EXECUTIVE SECRETARY, NA- 
TIONAL DAIRYMEN’S ASSOCIATION, CUMBERLAND, WIS. 


Mr. Gurrner. Yes; at the plant it would be around, probably 
close to, 90 cents. But of course 

The CHAIRMAN. 90 cents a pound? 

Mr. Gurrner. We would not have to charge that much for butter. 

The Cuarrman. I know, I am just asking how much the bill would 
apparently make it go up? 

Mr. Gurrner. That is about what it would be. 

The Cuainman. How about raw milk a quart, how much would 
that cost? 

Mr. Gurrner. Our feeling is—well, of course, the prices to the 
consumer do not have very much to do with the prices to the farmers. 

I can give you an example of my operation. For instance, I am a 
cheesemaker, I have made cheese all my life, and I own a cheese plant 
now. Iam also a farmer, and my son runs the farm. Now I make 
half-pound Limburger cheese for one of the large companies in the 
dairy business. In fact, I make all their half-pound Limburger. 
Now, I buy their wrappers, their lables, I buy their display cartons, 
I buy their boxes. I make from 25,000 to 30,000 pounds of milk into 
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an 8-ounce Limburger. I employ about 20 people. Now I put a 
finished product out to them, ready for the showcase in the store. [I 
get around 21% cents for 8 ounces. 

I walked into a store in northern Illinois, and I pay 43 cents for that 
same piece, and actually all they have to do is deliver it to the super- 
market. Last Saturday I stopped in Eau Claire, in one of the super- 
markets in Eau Claire, Wis., and the same thing prevails there 75 
miles from my own home, exactly double to what I get to buy the 
milk, buy all the packaging and wrapping, do all the work, pay the 
help. They make exactly double. And the farmer actually gets about 
26 cents out of the consumer dollar. 

The CHarrMan. Wait a minute. How do you figure that? 

Mr. Gurrner. Twenty-six percent. 

The Cuarrman. More than that? 

Mr. Gurrner. No. 

The CHarrMan. If it costs you 21 cents, and they sell it for 46 

Mr. Gurrner. This is packaged in 8-ounce pieces, and it has a high 
labor cost. You understand, I employ 20 people. When I put it oa 
the market, all the labor cost is paid for, the milk is paid for 

The CuartrMan. And you get how much for that? 

Mr. Gurrner. 21% cents. 

The Cuarrman. And it is sold for? 

Mr. Gurrner. 43. Now that prevails throughout the country. 
There are other types of cheese that even have more than a 100-percent 
increase in price from the factory to the consumer. Now of course 
these people set my price with the influence of the price set by the 
Department of Agriculture—they are setting my price. Now they, 
of course, in the past years have gone out, they have set up pilot 
plants of their own—they go out and make a survey, especially in my 
plant they do occasionally, to find out how much it costs to produce 
8 ounces of cheese, and that is my price. From there on their price 
is set by them according to their ability to sell. And of course at the 
same time they handle production control because they tell how much 
to produce each month. 

The CuarrMan. Well of course I can give you a worse example 
than that. I talked to a man leasing my farm in Louisiana, and he 
has some of the finest potatoes for sale now, those pink ones, all 
nicely washed and fixed up, ready to cook and eat. He is getting 
2 cents a pound for them. Over here at one of the Safeway stores, the 
price is 9 cents a pound for these same potatoes. Now someone is 
just getting hog rich while the farmer is losing his shirt. 

Mr. Gurtner. That is why we believe we must have pricing 
structure set up by the farmers, so they can set their prices according 
to their cost of production, plus a reasonable profit. 

The CuarrmMan. How will you do that without regimentation? In 
other words, we have a Government here, that is recognized as the 
free enterprise system, let people handle their own business without 
Government interference. That has been one of the great objections 
to some of the programs we have, in that it is an indirect way of 
putting a floor on the prices, and thereby result in the long run in 
price fixing. 

Now, of course, you would not want the Government to go in and 
fix prices; would you? 
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Mr. Gups. No; that is why we feel there has to be an association 
through which farmers can vote and impose upon themselves any 
restrictions. 

Now Government does not really impose restrictions, they put it 
out to a referendum and let the farmers vote. But we believe, like 
on the price controls—instead of having 1 price-control system, 1 

uota as they have in the Grange, we right now have, on the paper 
that we hand to farmers at meetings, 3 different control systems. 
We feel that if you have that organization right down into the county 
level, when the farmers decide that they are not going to pay such a 
high stabilization fee, when there is overproduction, you see, they can 
impose upon themselves through a direct election the type of quota 
that they want. They have a choice. 

The CHarrMan. Without anything coming from the Government 
itself, from Washington? 

Mr. Gupe. No; the Government would have to give us permission. 
We have not any right, we would not do that now because we are 
excluded from any kind of quotas. 

thy CuairMan. What other differences are there between the two 
bills? 

Mr. Gupe. They are the principal differences. We believe the 
quota system should be determined by the farmers. We believe the 
Board should be elected by the farmers, and that a commission should 
be put in place of the Secretary 

The CHarrMAN. What would be the guides, what would be the 
yardsticks, by which the Board would fix the quota? 

Mr. Gupe. Would fix the quota? 

The CuarrMan. Do you set that out in the bill? 

Mr. Gupre. Yes; it is in the O’Konski bill. There would be an 
annual calculation made between the Board, the Secretary and 
handlers of what milk is required by the Nation, and then that would 
be prorated on an individual basis to the farmers. 

The CuaremMan. Well now, it would have to be based on figures 
obtained by Agriculture? 

Mr. Gupe. Yes. 

The CuarrpmMan. Why should there be any difference in the views 
of the Board, let’s say, and the Department of Agriculture to lodge 
it in your Board, instead of let’s say in the Commission that has been 
established under the Senate bill? 

Mr. Gupe. Well, there is not a terrible lot of difference. The 
principal difference is that it remains a private board, it does not 
become part of the Department of Agriculture. And the other differ- 
ence is the price. Our pricing, I think, runs closer to Senator 
Proxmire’s bill in that we are trying to obtain parity of income. We 
think it is extremely important to the economy of the Nation. It ts 
not only for our benefit, it is for the benefit of our entire economy, in 
our opinion. 

And the principal differences: The price, the method of getting the 
Board, and the method of determining the quota system that you 
will have. Instead of giving them a quota system, they vote on a 
quota system. Then the calculation is made, and they must buy 
back the surpluses. We look upon that surplus buying as a sub- 
stitute—— 
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The CuHarrMANn. Well, that would be bought back with money paid 
in the Treasury by the farmers? 

Mr. Gupe. Yes, that money 

The CuarrMan.. But how much do the bills request that the Gov- 
ernment loan to the Board or farmers? 

Mr. Gupe. In the O’Konski bill we do not ask for anything. 
What we do, when we are talking to the farmers, we figure on 3-percent 
surplus that would cost 174 cents to buy back the surplus. There- 
fore, we say during the first year every farmer would have deducted 
from his each 100 pounds of milk 35 cents, which is double the 17% 

The CuatrMAN. How do you propose to finance for the first year, 
just. through these collections? 

Mr. Gupe. Yes, because you see, if you put the program into effect 
in the fall when there is not any surplus to amount to anything, by 
the time it came spring you would be collecting double all that time— 
when the spring came you would be able to do it. And if you did 
need money, I think an organization like that would be in a position 
where I do not think they would have too much difficulty borrowing 
some money from private banks. We would not have to borrow 
tremendous sums at a time. 

7 CHAIRMAN. Now does that same principle prevail in the Brown 
bill? 

Mr. Gupe. No; he asks for $200 million, to borrow $200 million. 

The CHairMan. All right, now, what other distinction is there 
between the two bills? 

Mr. Guper. Well, of course the Brown bill has one very important 
distinction in that it asks the Government to finance the construction 
of a national association through regional conventions and a national 
convention, and it is all spelled out in the Brown bill. The reason he 
did that, and the.reason we go along with it, is because we know from 
our own experience, and you certainly know, that we have these fine 
overall organizations here in America, but for some reason or other 
they do not see eye to eye. 

The CuarrMan. Well, this would do away with them, would it not? 

Mr. Gupe. It would not do away with them, it would just build a 
structure in dairy farming, or any commodity that wanted to build 
such, and in that way those same people, you see, would take part in 
it, and you would come up with an organization without any irritation 
on the part of anyone, and you would have your private association. 
He sets down there to set up the bylaws which would be down into 
the county level. You would do the thing inside of a very short time 
if the Congress were to pass that bill. Whereas, if we go out and 
privately try to organize a million and a half dairy farmers we may 
never be able to do it, and it certainly is a very difficult thing to do. 
Not that dairy farmers do not know they have to have something— 
and I would say that dairy farmers are much more familiar with the 
working of the American economy today than most citizens because 
they happen to be getting pinched, and when you get pinched eco- 
canlene you think, and dairy farmers are thinking, and they are 
aware of what is happening to them, and they do not know just what 
to do about it. And, of course, we do not claim we do either but 
we are trying to find some way that would be acceptable to the Con- 
gress to get a firm price for milk and all agricultural products. 

Senator Proxmrire. Mr. Chairman, I would like to say in support of 
that, that Mr. Gude and his organization have been working in 
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America’s preeminent dairy State, Wisconsin, with very great success. 
They have inspired a tremendous amount of enthusiasm among our 
dairy farmers, and our dairy farmers are indeed extremely well in- 
formed and thoughtful about these things. Literally thousands have 
joined this organization, They cover virtually every section of our 
State. It has spread very rapidly, and it is a movement that has a 
great deal of thoughtful grassroots support. 

The CuarrMan. Let me ask you this: What connection, if any, have 
you with the National Milk Producers Federation? 

Mr. Gupe. Well, no direct connection at all. But I would say 
probably three-quarters of our members are members of National 
Milk Producers Federation. 

Mr. Gurrner. That is about right. 

Mr. Gupr. That is 75 percent. 

The CuatrMan. What percentage of the milk producers have you 
in your organization? 

Mr. Gupe. What did you say the other day, the total membership? 

Mr. Gurtner. The total membership that we had filed in Chicago, 
we just had our first annual convention—— 

The CHairMan. This is a new organization? 

Mr. Gurrner. We are only a year old. We had 20,158 members 
on file. Now we have members out in the field, and we have other 
members switch from some organizations say they will sign their 
memberships over. However, what we actually have on file is only 
that. 

The CHatrMan. Well, vour membership comes primarily from 
Wisconsin? 

Mr. Gurrner. Yes. 

Mr. Gupe. The greatest group. 

Mr. Gurrner. We have about 18,000 in Wisconsin. 

The CuoaizmMan. Of the twenty? 

Mr. Gupe. You can’t have that many because you have a couple 
of thousand in Minnesota. You have over a thousand in Indiana 
and you have quite a few hundred in New York State—hundreds—— 

Mr. Gurrner. The Iowa membership is mostly in Wisconsin, you 
see. 

Mr. Gupe. That is right, the lowa membership is in Wisconsin. 

Mr. Gurrner. We have gone out with the sole purpose in mind, 
and our bylaws state, we cannot go into any other farmer business or 
any other activities except this particular job for fixing the price 
placed on—— 

The CHarrMAN. You are not connected with the Farmers Union? 

Mr. Gurrner. No. 

The CuarrMan. Or with the Farm Bureau? 

Mr. Gurtner. No. We signed the farmers up for the sole purpose, 
and nothing else—of course we are not conflicting with any other or- 
ganization because we tell the farmers—— 

The CHAIRMAN. I understand. You stand out alone? 

Mr. Gurtner. To remain members wherever they have member- 
ship now. And of course, we do differ. I marked down a few things 
of how we differ from the present. program that is practiced in the 
Department, and also some of the bills that are introduced here follow 
pretty much the practices of the Department. Now, there is.a lot 
of fallacy and error. One thing is the way that the Department 
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practices their program now: It is more a dealers’ program, actually, 
than a farmers’ program. Now the buying of the three basic dairy 
products—butter, cheese and powder—by the Commodity Credit 
Corporation and stored in leased warehouses, which they lease from 
various-people, to be sold back to American retail channels, enables 
the dealers who are large enough to deal in carload lots to lease their 
warehouses to CCC. 

Then they sell their inventory above their current needs to CCC, 
and they buy it back, when needed, collecting rental and getting 
interest-free capital to work with at the taxpayers’ expense. 

Now our program would eliminate that because we would not sell 
it back to American retail channels if we buy it through surplus. 

The CuarrMan. How would you dispose of it? 

Mr. Gurrner. It would have to be disposed of on foreign markets, 
maybe given away—-sold or any other feasible way outside of American 
retail channels. 

The CHatrMan. Well, that does not differ any from the Senate bill 
then? 

Mr. Gupe. No. 

Mr. Gurtner. I heard Mr. Norton say that it would be given 
back for school lunch, or something like that, which again, I believe 
if the Government wants to keep up the school lunch program, which 
would be nice—— 

The CuarrMan. They should buy in the regular channels? 

Mr. Gurtner. They should buy it from, not out of the surplus 
stock, you see. 

Now May and June are the peak months in milk production, and 
November and December are considered the low months, which makes 
it necessary for dealers to carry an inventory of manufactured dairy 
products over and above current needs, procured in the peak period 
to secure an adequate supply during the winter months. 

Now cheese, for instance, as an example, has to be aged. So it 
enters the Government storage for that purpose. Even if there 
should be a shortage of cheese, there would be cheese in the Gov- 
ernment warehouse. 

The present system of surplus buying and selling back is very bad 
for two reasons. No. 1, it gives larger dealers access to the American 
taxpayers’ money. No. 2, it keeps the farmers manufacturers milk 
= down to Government support level. That is because they are 
1olding that surplus over our head. 

We believe, in order to give the farmer temporary relief under the 
present program, CCC should not sell back to American retail chan- 
nels. This would allow milk prices to rise above support levels and 
do away with Santa Claus for large dealers at the taxpayers’ expense. 

The CuarrmMan. How would your plan skim off the surplus? 

Mr. Gurtner. We would buy the surplus the same as Commodity 
Credit. 

The Cuarrman. Where? from whom? 

Mr. Gurtner. In other words, it would stabilize tie dairy plants 
in the country. They would know the price that we set, and they 
could hold out for that price when they deal with large corporations. 
In other words, if they will refuse to buy it, we, as an organized 
group of dairy farmers, would buy it. However, we will not give it 
back to American channels. Therefore, these dealers will know what 
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they need, what their needs are, and they will buy what they need 
because they know once we pick it up they can not get hold of it 
again. So that would force them to store their own commodities 
as they used to before this Government program went into effect. 

The Cuarrman. The Government would be out of the business 
altogether? 

Mr. Gurrner. Completely—except for the Commission, in the 
public interest they would be out completely. 

The CuarrMan. Does the bill prevent foreign-made butter from 
coming in, or cheese? 

Mr. Gurrner. No; it does not. But, of course, that is 

The Cuarrman. If you price your cheese and your butter as much 
as this bill of yours envisions, I can see a lot of Australian and New 
Zealand butter coming in here. How can you stop that? 

Mr. Gurrner. Well, we, of course, should get protection on 
tariffs—— 

The Cuarrman. That entails something else. 

Mr. Gurrner. More legislation; yes. 

The Cuarrman. All right; proceed. 

Mr. Gurrner. Now, there is, of course, another fallacy in the 
present program, in that 100 pounds of milk equivalent in powder and 
butter form is supported from 35 to 40 cents higher than 100 pounds 
of milk equivalent in cheese and butter form. Now, the Department 
of Agriculture is well aware of that. The cheese manufacturers had 
meetings with the Department of Agriculture. I sat in on one when 
Mr. Don Anderson was up, and, of course, they are aware of the fact 
that inequity prevails, and they say they can do nothing, it would 
have to be O. K.’d by Congress first. 

The CuarrMan. I think they are in error when they say that, 
because it is left to them to do that. 

Mr. Gurrner. Now, this inequity, of course, in the present pro- 
gram allows powder plants to make excess profits, and forces cheese 
plants out of existence. Now, we have, in the last year, since 1949, 
since this program was in existence, lost 50 percent of the cheese plants 
in the State of Wisconsin. And, of course, cheese food is supplanting 
natural cheese, and it is becoming more evident every day. Now, if 
there were, actually, of course, natural cheese right today, we would 
not have enough cheese to supply the demand. 

Now, 1 pound of old sitenel ehneihe from the Government warehouse 
containing about 35 percent moisture, with skim-milk powder or 
skim curd and water added, makes about 2 to 2% pounds of cheese 
food. Now, compare it with the consumer price paid. It is not pro- 
rating a fair share of the consumer dollar back to the farmer. So, this 
program that we have at present actually is not the program that we 
would like to have. And our program would do away with all these 
fallacies. In other words, we would strictly divorce ourselves from 
Government. 

The CHarrMAN. That is what the two bills envision; I mean the 
Senate bill and the House bill. I understand that. 

Mr. Gurrner. What we are actually doing is adopting the Ameri- 
can economic system for the dairy farm. 

The Cuarrman. Is there anything else you want to add? 
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STATEMENT OF HENRY ZART, NATIONAL DAIRYMEN’S 
ASSOCIATION, FENNIMORE, WIS. 


Mr. Zart. My name is Henry Zart, I am director of the lowa- 
Wisconsin district of the National Dairymen’s Association. 

I would like to refer to the reason for having the board of directors 
elected by the farmers. It brings us close to the producer. We have 
six members on our board, on our regional board, that are pure-milk 
producers, and they did not know when they joined the federation. 
Actually, in our effort, we are trying to keep close contact with the 
producer, knowing actually what the farmer has to do, the work 
he is connected with, and what his wishes are. 

Now, I myself feel, talking to our young men, as to this 80 percent 
parity with 25 percent deduction, it would give the farmer less income 
right now than what he is getting. So that is one of the fallacies 
in that. 

I just feel that it is my duty to testify in behalf of our dairy farmers, 
as I know what the boys are going through. You just celebrated 
Memorial Decoration Day for our dead. We have young men in our 
area who are farming. They are in a situation right now where they 
cannot afford to quit; they cannot afford to go on through the de- 
pressed prices. They are men who have been in service for their 
country. Now we feel, too, that, during the course of our present 
economic system or circumstances, the fact remains that if industry 
and labor would work at the same rate as agriculture, produce all they 
can and put in the long hours that the dairy farmers and our other 
segments of agriculture are doing, where would we go with all the stuff 
we produced? In reality, every time our price is depressed, the boys 
have to just keep a few more cows and work all the harder. I do not 
think our control situation would be such a hard one if they could 
refrain from milking a few less cows, if they got the price they should 
have. And we need many more men to do a good job on the farms. 

Now, I have been traveling through the eastern part of Iowa, 
contacting farmers, and our aim is to unite the farmers, not tear our 
economic situation apart. And I notice that there is a general ap- 
pearance of deterioration, as far as buildings and property are con- 
cerned, on the farms. Our local areas, our rural towns, they are dying 
of lack of agriculture income, which is the life of the Nation, I feel. 

po: eamerneaas All right. Is there anything further you desire 
to add? 

Mr. Gupe. In answer to Senator Hickenlooper’s question, he asked 
how would it affect efficiency if a man had a quota and increased his 
production 10 percent with the same number of cows. Of course, if a 
man increased that, what he would do is sell off some of those good 
cows and reduce the hours of labor on that farm by 10 percent. But 
he would still be getting the same income. That is what his efficiency 
would get him. He would still be selling the same amount of milk, 
with less labor, less capital investment, and his efficiency would be 
turned to profit, instead of producing more of something that we 
already have too much of. 

(Mr. Gude’s prepared statement and the proposals of the National 
Dairymen’s Association are as follows:) 
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STATEMENT OF THE NATIONAL DAIRYMEN’sS ASSOCIATION 


The first point that we are concerned with here is the position of inequity 
of agriculture in the American economy. We are concerned with finding a 
way within the American economic system the final result of which would be equal 
opportunity for American agricultural capital to produce a profit and American 
agricultural labor, whether self-employed or hired, to produce a labor income 
equivalent to the standards for both capital and labor in the Nation. It is our 
belief, for what it is worth, that we are confronted with a situation that is due 
primarily to a natural evolution and growth of the nonagricultural segment 
initiated and brought about by economic forces and pressures developed by the 
industrial revolution. The structures developed by capital, by labor, and by 
Government to counteract the economic forces produced by the industrial revolu- 
tion and to bring balance and stability to the economy represent a fundamental 
economic evolution and a decisive forward step in the progress of man’s eternal 
struggle with the unknown forces of nature. We believe that the farm problem 
and the unjust income position of agriculture is due primarily to the economic 
forces produced by the technological or industrial revolution on the farm. ‘Three- 
fourths of the increase in farm productivity per man-hour ‘)ver the past 46 years 
has taken place in the last 16 years.’’ The disparity between industrial and 
agricultural income which has been with us for many decades has been further 
augmented by the failure of agriculture to build structures similar to the non- 
agricultural segments that would enable the agricultural economy to evolve and 
adjust to the productivity advances made possible by the availability of new 
techniques. 

In short, America has made the adjustments necessary to sustain an industrial 
economy as opposed to a handcraft economy in the nonagricultural segment, 
whereas the agricultural economy is still operating under the rules of a handcraft 
agriculture. Our purpose is not merely to seek an adjustment of agricultural 
prices in the same relationship as they existed at some former period but to adjust 
agriculture to full parity of income. The relative position of agricultural income 
in the United States during the period between World War I and World War II 
was lower than in other developed countries. ‘The incentive income ratio for 
the United States exceeded that of only a few undeveloped countries—Egypt, 
Mexico, and Thailand.’? We believe that it is our duty to try to raise the level 
of farm income to a position of relative equality and as farmers we are impatient 
to attain our place in the economic sun. We do not believe that our aspirations 
are entirely those of self-interest for we contend that low farm prices besides 
reducing our purchasing power adversely affect that one-third of the Nation which 
is still counted as rural and is primarily dependent upon agriculture for its economic 
prosperity. A failure to balance the incomes of the rural one-third has the ulti- 
mate effect of reducing our national purchasing power and thereby periodically 
the stability of the national economy. We do not believe that there is any sub- 
stitute for raising the standard of living of that rural one-third of the Nation 
other than by an increase in agricultural prices. 

It is our opinion that the best available market today for the products of 
American industry is again that rural one-third of the Nation. The position of 
a nonagricultural worker in a rural area is weakened because the basic industry 
in his area is forced by necessity to pay low wages to agricultural workers, thus 
depressing the labor market. For example, a laborer who unloads bags of grain 
in a neighboring town receives $1.05 per hour whereas the laborer in the urban 
center in which the grain was milled receives over $2 an hour to load the same 
bags of grain. But when eithesc of them goes to purchase the products of American 
industry they both pay approximately the same price whether the purchase is of 
an automobile, a refrigerator, or a toaster. The loss of this market for the prod- 
ucts of American industry is I think self-evident, for local merchants in our small 
towns, no matter how enterprising, are unable to create a demand for their prod- 
ucts among people who cannot afford to buy them. We believe that the best way 
to clear up what we mean by the evolution of the nonagricultural economy is to 
go back to the classic laissez faire economy of David Ricardo. In the handcraft 
economy that he described, an economy of many small units, many buyers and 
many sellers, he pointed out that in a capitalist economy the basic conflict for 
profits was between the landowner and the employer. His reasoning was based 
on the proposition that as prices for food increased the employer had to increase 
his minimum wages, for the minimum wage under the “‘iron law of wages’’ was 
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that amount which would enable the worker to buy enough food to maintain life. 
Therefore the employer had to increase his wages as food prices increased. How- 
ever, in a free market comprised of many small buyers and many small sellers the 
employer was not able to pass his increase in costs on to the consumer because of 
competition; therefore, part of his profit went to the landlord. The American 
economy of the mid-20th century has evolved not only in structure but in the 
method of pricing and in increased economic knowledge of its market. 

The core of American industry has an ability to influence its price that was not 
available to the entrepreneur of the early 19th century. There is considerable 
. ability on the part of some of our industries to control the law of supply and 
demand of their commodity and thereby influence price. The steel industry, for 
example, does not deny that it has given up price as a basis for competition. They 
have a profit object to maintain and they will not compete on price. It is no longer 
Adam Smith’s “unseen hand” that balances supply and demand through price. It 
is our highly intelligent and knowledgeable corporate leadership who set the price 
and produce to the effective demand. They cannot influence aggregate demand. 
This has become a task for Government. But they can and do control their supply 
to fit the effective demand at an announced price. American labor with the closed 
shop, we feel, has the same ability in our evolved industrial economy to influence 
the law of supply and demand by supplying at an administered price the amount 
of labor that can be absorbed by the effective demand. They cannot however, 
as labor unions control the aggregate demand. One way to point up this economic 
evolution which has been so successful in the nonagricultural American economy 
is to follow through a price increase during an inflationary cycle. For example, 
labor in the steel industry negotiates for and receives an increase in wages. his 
increase is not, particularly during an inflationary period, absorbed by the steel 
industry. Instead the steel corporations add it to their costs. Then, by taking 
the same percentage of increased costs as they formerly did, they get a higher dollar 
profit. Then they announce the new price of steel. There is no longer any 
mystery about this. It is announced in the public press. One of the consumers 
of steel which directly influences farm costs is the farm-machinery industry. 
When the farm-machinery industry receives an increase in material costs, they add 
this increase to their price and pass it on to their consumers along with increase in 
dollar profits. That is where the evolved part of the American economy, which 
has been providing the highest standard of living in the world to our citizens, 
comes to an abrupt end. here is no structure in agriculture which enables agri- 
culture to pass on an increase in costs. 

There is no structure in agriculture which would enable commodities to 
announce their price and produce to the effective demand. Agriculture has not 
as yet evolved with the exception of the farm programs that Government has 
granted to agriculture in an attempt to help us do what we have been unable to 
do for ourselves. The basic conflict for profits still remains the same—it is still 
between the landowner and the employer. But today the employer has the ability 
to pass on any increase in costs as long as the aggregate demand is great enough 
so that it enables him to obtain his increase. And so during an inflationary cycle 
there is a constant pressure of prices on wages and wages on prices in the non- 
agricultural segment of the economy. But agriculture takes no part in this 
cycle and loses its profit to industry. Ricardo pointed out that the struggle 
between labor and the employer for the profits of the employer’s business was a 
secondary struggle. When Mr. Reuther and Mr. Curtice are in conflict as to how 
General Motors’ profits should be divided they are actually contending for 
part of the $16 billion to $24 billion that in a balanced economy would have been 
in the hands of American farm people. The inability of agriculture to build 
structures that would enable it to win its fair share of profits in our economy of 
monopolistic wage setting develops unbalance in the total economy which is 
the basic cause of the lack of consumption in our rural areas which, in turn, brings 
about periodic gluts due to insufficient demand in the aggregate. The accumula- 
tion by industry of more profits than it can use for capital expansion leads to an 
unequal distribution of income which diminishes the aggregate propensity to 
consume. 

It is the disequilibrium in the ability of nonagricultural capital and agricultural 
capital to produce profits, we believe, that is one of and perhaps the most impor- 
tant cause of the recurrent periods of instability in the national economy. This 
disequilibrium has been maintained by the power of nonagricultural capital to 
the disadvantage of the agricultural areas and to the disadvantage of the rate 





Fe RET AN TEER TS TTT IN RS RENN nan 


: 
| 
i 


wm ee 


mer ow 





LONG-RANGE FARM PROGRAM 311 


of economic growth of the Nation. The lack of benevolence of nonagricultural 
capital toward our farm population is further augmented by the economy rules 
which the American people by democratic process have placed upon themselves. 
The second point which concerns us is the self-imposed rules which have been 
adopted by the American people to compensate for the changes brought about 
by the development of the industrial revolution. In the course of the develop- 
ment of an economy in which the principal drive is toward more technological 
development and more efficiency through the substitution of machinery for human 
labor there must come a time when this constant substitution results in the 
availability of too much labor or too many people or overpopulation. We often 
hear the expression during a discussion of the farm problem that there are too 
many farmers. I should like to point out that in America, from the point of view 
of the amount of labor necessary to produce to the effective demand, there are 
too many nonfarmers. Our highly successful technologically developed economy 
has given leisure to the workers in the form of the 40-hour week, protection 
against economic distress in the form of unemployment insurance, the minimum 
wage, and social security. These means of improving the standard of living, 
increasing the propensity to consume, and bolstering the general economy have, 
with the exception of social security, and that not in all cases, have not been used 
to raise the standard of living or consumption of our agricultural people. 

It seems to us that what we are trying to do is to use the pricing methods of a 
handeraft economy to price the products of a highly industrialized agriculture. 
The paradoxical results of this policy are observable in the fact that the Department 
of Agriculture still officially lists the wives and children of farmers as unpaid 
family workers in our Nation where the average hourly income of nonagricultural 
workers is around $2 an hour. This seems to us to be economically unfair as well 
as unsound. And when we realize that under unemployment insurance some 
citizens receive as much as $45 a week for not working we actually have a situation 
in which citizen A gets paid for not working a 40-hour week, whereas citizen B 
does not get paid for working an unlimited workweek. There is a comic-opera air 
about this situation which does not amuse us as farmers and that we believe 
cannot be justified as a fair economic policy in a modern developed wealthy 
nation such as ours. We cannot fairly impose the above-mentioned American 
economic rules on agriculture until such time as we build structures for agriculture 
which will enable agriculture to influence its price. At present agriculture is a 
price taker in an administered price economy and cannot raise its price to offset 
the increased costs of American welfare legislation, nor can our rural economy 
become equally prosperous with the urban economy. Nor can rural consumption 
of American goods and services increase the overall productivity and prosperity 
of the American economy. We do not have too many farmers and too many 
farmworkers; we do not have half enough. 

It is our opinion that to import foreign agricultural workers while we have 
unemployed American workers who for a fair wage and American hours and 
working conditions would be just as happy, we think, to work on a farm as in a 
factory is another contributing factor to the continued farm problem. The third 
point that we would like to touch upon is the socialization of agricultural capital 
or the theory that a price for farm products that produces one-third of parity of 
income is good enough for agriculture as long as we are getting an abundance of 
food. This is most commonly expressed by spokesmen for agriculture by saying 
the man with a forty and mule is having it rough, but a man farming a section 
with the latest equipment is doing pretty well. A section of grade A land in the 
Middle West, that land which produces most efficiently, is worth around $400 
an acre with good buildings. This represents an investment of about a quarter 
of a million dollars. To make the point here I would use an actual farm, which 
has a large dairy on it, excellent and modern equipment and superior manage- 
ment. This farm has a market value of $400,000. In a good-weather year and 
because it has good management, it produces an income from $18,000 to $20,000. 
If the owner manages and with his family supplies a large percentage of the labor 
hiring only one steady worker for $3,000 and part-time workers for $2,000 he 
will have an income of $13,000 to $15,000. This represents a management labor 
income for himself, his wife, and three boys. Now that’s a nice income. He’s 
doing pretty well. And he will continue to do pretty well as long as he is willing 
to contribute his $400,000 capital investment to the American people so that 
they can have cheap food for their families and money left over to pay a handsome 
profit to those who have their money invested in American industry. If this 
farm had a $300,000 mortgage on it at 5 percent, the owner would have received 
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precisely nothing for his management, his labor, or the labor of his wife and 
3 children. This is the point that T. W. Schultz was making when he said 
that farmers who own their farms outright are not in too bad shape, but those 
who are heavily in debt are having a rough time of it. 

If we can accept the elimination of capital costs and profits for the $156 billion 
that American farmers have invested in their farms, then there is no need to 
raise prices. However, if we are to maintain the American system in agriculture, 
then we must be realistic enough to use the structure of the American economic 
system and realistic enough to raise prices of farm commodities high enough to 
cover production costs, pay competitive wages, and make a reasonable profit on 
every dollar invested. I should like to quote from the statement of Harlow H. 
Curtice, president of General Motors, before the Senate Subcommittee on Anti- 
trust and Monopoly: 

“The invitation to testify at this hearing includes reference to Mr. Walter 
Reuther’s proposal last August to the presidents of 3 automobile companies to the 
effect that 1958 car prices be reduced at least $100 per unit. I think you will 
agree in the light of the facts that I have given you today [the facts referred to 
are that the costs per unit were up $125]. The proposal was completely unrealistic.” 

The bill that the National Dairymen’s Association has had introduced asks for 
an end of the unrealistic approach to agriculture of increased costs and decreased 
prices. I do not believe Mr. Curtice or any of our industrial leadership accept 
the Marxist theory that our economy should operate on the principle of ‘‘from 
each according to his ability and to each according to his needs.’”’ If they do, 
then the farmer mentioned above with an income of $13,000 to $15,000 does not 
need any return for his capital costs or any profit for risking capital, but by the 
same token neither does General Motors nor the rest of American industry. They 
should have equal opportunity to enjoy the fruits of socialism along with 
agriculture. 

We have every reason to believe that American capital enjoys making a profit 
and we should like to enjoy the same. The reason we ask in our bill that Congress 
encourage the formation of national commodity associations is because of the 
economic hopelessness and despair that we find to be the most common charac- 
teristic of dairy farmers in the areas in which we have spoken to them. The 
feeling seems to be as near as we can establish that the odds against farmers over 
getting a fair price in this country are insurmountable. It is not only the fact 
that we are a small political minority and therefore have no chance of getting 
fair treatment from a Government controlled by the nonfarm vote but the 
overbearing power of nonagricultural capital and the fact that all the means 
of communication are controlled by nonagricultural capital. The frustration is 
so great that many excellent farmers feel that all they can do is go home, work 
a little harder, cut their mealtime and do as they’re told. Farmers, we find, 
are well aware of what is being done to them. But the retaliation by the opposi- 
tion is so bitter and damaging to their personal position in their community that 
they find it better to keep quiet. This, in our opinion, is intolerable in a democ- 
racy. Whereas if the Congress adopted a policy of allowing such commodity 
groups to price their commodity on a constructed-cost formula, including American 
hours, American wages, and American capital returns, and themselves accept the 
responsibility for their surpluses through a stabilization purchase program in 
those commodities where this would be feasible, we believe farmers would be 
more encouraged to do something to help themselves. Knowing that Congress 
was willing to give us the tools to run our own business and build structures to 
adjust our pricing to the industrialized production ability of American agriculture, 
we would, it seems to us, show more initiative in getting the job done. 

Believing as we do in the tenets of our constitutional democracy we believe 
that no minority can be denied any substantial economic rights and that no 
majority is without responsibility to help minorities attain those rights. We 
feel it is the duty of business and labor to support the efforts of agriculture to 
gain economic equality not only for our good but for the benefit of the entire 
economy. If Congress throws us on the free market we believe the results will 
be not corporate farming but integration, for if corporate farming developed into 
the oligopolies in each agricultural commodity as it has in the corporate structure 
of the Nation, these oligopolies would be able to get the highest price obtainable 
and would not provide the cheap food that is so necessary to maintain unduly 
high profits for nonagricultural capital. Integration seems to be developing in 
those commodities in animal husbandry which are left to the free market, such as 
broilers, hogs, eggs, and feeder cattle. Integration of broilers growing in my 
area eliminates any return for capital, makes a miserable economic existence for 
broiler producers but produces a lot of cheap broilers. 
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It is our opinion that the basic economic fallacy which underlies the thinking 
of much of our present economic theory is that cheap food and fiber at the expense 
of the agricultural community will in the long run benefit the entire community. 
In a highly developed industrial society nothing could be further from the truth. 
Cheap food and fiber means poor agricultural workers and poor business in rural 
towns and poor rural workers and a poor rural America means nearly 60 million 
people who are unable financially to create the aggregate demand that is so 
necessary to maintain an expanding capitalist society with full employment. 

David Ricardo pointed out long before Keynes that ‘The friends of humanity 
cannot but wish that in all countries laboring classes should have a taste for 
comforts and enjoyments, and that they should be stimulated by all legal means 
in their exertions to procure them. There cannot be a better security against a 
superabundent population. In those countries where the laboring classes have 
the fewest wants and are contented with the cheapest food, the people are exposed 
to greatest vicissitudes and miseries. They have no place of refuge from calamity, 
they cannot seek safety in a lower station; they are already so low that they can 
fall no lower. On any deficiency of the chief article of their subsistence there are 
few substitutes of which they can avail themselves and darth to them is attended 
with almost all the evils of famine.” 

It is demand that creates production and it is the superior ability to produce 
the needs of mankind that enable a capitalist economy to justify itself. We cannot 
justify capitalism by saying that in some recent weeks Russia produced more 
steel than we did but if we wanted to we could produce twice as much steel as 
Russia. We need the steel in rural areas. I saw three model A Fords, which had 
all the appearances of family automobiles, parked in the shopping area of Corydon, 
Iowa, a few months ago. Low prices for farm produce don’t create demand for 
new automobiles, jobs in automobile factories, or profits for automobile companies. 
The rural white-collar workers are in the same squeeze. 

You can hire an experienced stenographer in Bellows Falls, Vt., for $40 a week, 
whereas in metropolitan New York City they receive 2 to 24% times the income 
for the same work, but they must pay the same prices when they buy in America. 
The result is that the urban girl can drive to Vermont on weekends to enjoy the 
rural scenery and the skiing but the rural girl can’t afford very many trips to 
enjoy urban entertainment. This does not promote trade or profits for non- 
agricultural capital. Beer and hotdog incomes slow the entire pace of our 
capitalist economy. As a substitute for putting the industrially orientated 
pricing methods of the American economy into agriculture which has become 
industrialized, some people, like the Committee for Economic Development and 
many others, think the problem can be solved by moving an American factory 
using the American pricing system into a rural area. If we take a somewhat 
typical example and look at it realistically we will soon see the vicious fallacy in 
this approach. In a rural town which develops a superabundance of population 
the chamber or some other active business group gets a committee together and 
raises a fund to locate a new industry for the town. An entrepreneur in an in- 
dustrial area who is expanding his business is approached and is informed of the 
cheap supply of labor and after a survey decides that since he can get the labor 
for a unit employing 2,000 workers at an average of $1.45 an hour as against the 
$2.45 he is paying in the industrial area he decides to open the plant. The 
entrepreneur does not reduce his price because he made the move, particularly 
in an inflationary cycle. He increases his profit by $1 per hour for 2,000 men 
working 2,000 hours a year or by $4 million. So the entrepreneur is happy; the 
committee is happy; the workers, made up largely of ex-farmhands and part-time 
farmers, are happy; the town is happy. 

But what happened to the $4 million? 

It was taken out of the hands of labor whose propensity to consume often 
reaches 100 percent of income and put into the hands of nonagricultural capital 
whose propensity to consume is much less and whose liquidity preference can 
and does become excessive. The net result being that aggregate demand is 
reduced by something under $4 million and the national economy has moved a 
little closer to one of its periodic recessions of market gluts, decreased rate of 
expansion, and too many people in our cities—5 million too many at present. 
The fact that the CED misses the point and puts an industry with the American 
economic system into the rural area instead of putting the American economic 
system into rural industry, which is agriculture, is the cause we believe of their 
fallacious conclusion that there are too many human resources in agriculture. 
Bearing in mind the explosive technological revolution through which agriculture 
has passed in the last 15 years without any economic orientation to compensate 
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for the changes brought about by production developments, we can see very 
clearly why there appears to be a surplus of human resources in agriculture if 
we put the American agricultural economy over into the highly industrialized 
economy of nonagricultural America. First, we would have to dissolve labor 
unions, do away with the minimum wage and 40-hour week, and take away the 
ability of our oligopolies to influence price and control the law of supply and 
demand for their commodity. Under the 40-hour week an American workman 
with a 2-week vacation (14 days off) and 6 paid holidays (total 20 days off) and 
2 days off in each of the remaining 50 weeks (total, 120 days off) works only 
8 months of 8-hour days. Now if we put dairy farmers’ hours into the automobile 
industry they would work 12 months of 12-hour days at 50 cents an hour and their 
wives and children would be put back into the factory but they would not be paid 
at all. Several hundred children would be killed by the machines and many 
others would be maimed each year but that’s the way it is in American agriculture. 

Under these circumstances how long would it take to build up a burdensome 
surplus of automobiles? And when the automobiles were coming out of everyone’s 
ears one might suggest that there were too many human resources in the auto- 
mobile industry. Fortunately, the American automobile industry, both capital 
and labor, has with the aid and assistance of a democratic government built a 
private-enterprise structure that has enabled it to intelligently adjust ist produc- 
tion to the effective demand at a price that covers its costs and allows a profit. 
Unfortunately the ability to influence price and control production is not counter- 
balanced by similar structures in agriculture with the inevitable result that 
inflation cannot be stopped nor prices stabilized. There is a common belief that 
increased prices for agriculture would hurt the consumer but this is patently un- 
true. Costs would cause the consumer to spend a larger proportion of his income 
for food and fiber but he would buy a larger amount of industrial commodities 
and services at lower prices, for nonagricultural capitalists would no longer be 
able to take increased profits from every cost-reducing technological advance 
available to them. They would instead be forced to compete more vigorously 
and on more just and equitable terms with agricultural capital for their share of 
the consumer dollar. 

The disadvantage under which the industrial entrepreneur labors today is that 
he has no incentive to reduce his profits, except that the taking of excessive profits 
will in time lead to an insufficiency of aggregate demand and an insufficiency of 
aggregate demand leads to unemployment, a possible breakdown of the capitalist 
system and the institution of socialism or state socialism. This is a horrible 
thought to him but it is distant and nebulous and if he does not think about it, 
maybe it will go away, whereas the bundle of excessive profits is very near and 
dear to him, so who can blame him for taking the profits. If the consumer 
cannot pay the exorbitant prices, he is forced to trim his profits or lose his business. 
The incentive to keep his business is very strong and real even as it is among 
agricultural entrepreneurs. 


PROPOSALS OF THE NATIONAL DAIRYMEN’S ASSOCIATION 


The proposals that we are making were arrived at by using the American 
economic system as it exists today as an example. We believe that if agriculture 
had the pricing structure and other economie adjustments to which we have 
evolved in the nonfarm part of the economy that agriculture would no longer be 
a problem. 

We ask the Congress to consider these proposals: 

First. Since the Secretary of Commerce does not set the price of the commod- 
ities produced by nonagricultural capital, we ask that the Secretary of Agriculture 
be divested of any legislative authority to fix prices on milk and dairy products. 

Second. Since, as dairy farmers, most of us belong to different overall farm 
organizations and since our farm organizations at present do not seem to be able 
to come up with a dairy program on which they all agree, we ask that the Congress 
direct the Secretary of Agriculture to hold a national referendum whereby bona 
fide dairy farmers vote on whether or not they want to get together in regional 
conventions and subsequently in national conventions to formulate their own 
dairy program. 

Third. Provide the means by which bona fide dairy producers can elect their 
own delegates to such conventions to formulate their own program. 

Fourth. Authorize dairy producers, through their own duly elected officials, 
to impose upon themselves any stabilization fees, assessments, or quotas they 
vote on themselves to assure the success of any program they might devise. 
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Fifth. Since such an organization of dairy farmers would be in a position to 
charge monopolistic prices, and since it is within the American tradition for 
Government to protect the publie interest under such conditions, we ask that the 
Congress create a Federal Milk Commission to review any price schedules estab- 
lished by the elected officials of the dairy producers to make sure that such prices 
are fair and equitable, based on a constructed cost of production formula with 
American hours, American wages, and American profits. We ask that this 
formula be used in place of the present parity formula for dairy products, our 
reasoning being that parity, although it has been a great help to us, is a formula 
conceived by nonfarmers and it does not reflect either cost or volume. Other 
production industries do not use parity for pricing their commodities. Under 
the present Government programs agricultural capital and labor are receiving 
around one-third of equity of income. 

We regard the above proposals if carried out by the Congress as the tools that 
are necessary if agriculture is to enjoy the privileges of the American economic 
system and have a pricing structure that is as evolved as is the pricing structure 
of American industry and as adjusted to the technological revolution through 
which our entire economy has passed in the past 50 years. 


The CuarrMan. Anything further? Thank you very much. 


The committee will stand in recess until tomorrow morning at 
10 o’clock. 


(Whereupon, at 12:55 p. m., the committee recessed, to reconvene 
Tuesday, June 3, 1958, at 10 a. m.) 
(Additional statement filed for the record is as follows:) 


STATEMENT FILED BY WALTER Srucicu, RESEARCH CONSULTANT, CALIFORNIA 
FarM RESEARCH AND LEGISLATIVE CoMMITTEE, SANTA Ciara, CALIF. 


We wish to thank your committee for the courtesy of its May 16 telegram 
inviting us to ‘‘testify or file statement for the record”’ in the June 2-3, 1958, 
hearings of your committee in Washington on the dairy self-help proposal. 

It will not be possible for us to appear before your committee. Therefore we 
are presenting the following brief statement setting forth some California con- 
siderations which we are convinced must be reckoned with before the whole- 
hearted approval of this State’s dairymen can be gained for measures such as 
S. 3125. 

In general, we have backed self-help stabilization proposals advocated by 
major farm groups such as National Conference of Commodity Organizations, 
National Milk Producers Federation, National Grange, and National Farmers 
Union as the only programs ajpearing to have a realistic chance of enactment 
which could effectively deal with national surpluses and thereby improve farm 
prices. 

The California dairy situation, however, does differ from the Nation as a 
whole in several important respects. While milk production nationally is about 
5 percent in excess of what the market will absorb, California’s production is 
substantially below its consumption even though it is the fourth largest dairy 
State. Thus, the impact of the dairy self-help plan is bound to be different 
here than in surplus producing areas. 

The fact that our fluid milk prices are regulated by a State milk control act 
also sets us apart from most important milk-producing States. 

There are basically two questions regarding this latter point which are dis- 
turbing to many of our fluid-milk producers. The first is the possibility that a 
Federal dairy stabilization law would supersede the existing State fluid-milk 
pricing structure. If such is not the intent of the proposal, a great deal of mis- 
understanding could be quickly eliminated by adding specific language to that 
effect to the proposed legislation. 

The second source of concern to our grade A producers is whether, and to 
what extent, the State bureau of milk control will recognize the 25-cents-per- 
hundredweight stabilization fee collected from producers on all milk as a reim- 
bursable cost by adding it to class I prices. This is a thorny issue particularly to 
metropolitan area producers such as those around Los Angeles who average 
around 93 percent class I usage during the year. 

Such producers fear they will be taxed more than they will receive in return. 
They point to the fact that normally BMC sets the minimum producer price at a 
level lower than actual production costs as determined by its own quarterly 
surveys. 
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Furthermore, should marketing allotments be put into effect after the first 
year, they foresee further injury to their position unless the self-help proposal is 
amended to take cognizance of their position. In the unique Los Angeles market, 
there is a very considerable monetary value involved in obtaining producer 
“shipping rights.’’ As we understand it, a uniform national cutback in production 
quotas would render that portion of their shipping rights worthless. It might 
well cause distributors to reduce producer contracts as quotas brought lower 
deliveries from dairymen. 

This is to say nothing more than that if a self-help program does not make 
some allowance for the fact that production and marketing conditions vary, the 
effect on producers may be very uneven. Actually, the potential conflict of 
producer interests under such a program is not even as clear-cut or far-separated 
as California versus Midwest. 

Conflicting interests are sharply focused within California itself. While 77 
percent of all milk produced in California in 1957 came from grade A dairies 
(even though only 61 percent of all the State’s milk enjoyed class I usage), our 
understanding is that grade B producers outnumber grade A by around 11,200 
to 4,800. Thus the bulk of California’s dairymen are strictly manufacturing 
milk producers although the bulk of our milk comes from grade A dairies. In 
addition, many grade A dairymen must market half or more of their volume on the 
manufacturing market. 

Let us assume that Congress passes the dairy self-help proposal, increasing the 
support level from the present $3.06 to $3.50 for the first year, and that BMC 

romptly permits a 25-cents-a-hundredweight class I increase in producer price. 
heoretically a simultaneous 44-cents-per-hundredweight increase in manufac- 
turing prices would result in California as well as in the rest of the Nation. Were 
this the case, here is how three typical types of California producers would fare: 


Added costs and income per 1,000 pounds of milk marketed 


Stabilization | Increase in | Net increase 
fees paid producer in producer 


milk price income 
Grade A, 93 percent class I usage.................-....-------- $2. 50 $2. 63 $0. 13 
Grade A, 50 percent class I usage..................---.-.---.-- 2. 50 3. 45 - 95 
CE sn Sid bis Shi ssh iit ee nncte bendhoeeaeei 2. 50 4.40 1.90 


As far as we can determine, most California producers agree that a self-help 
program, if it did work out as planned, would be of primary benefit in California to 
caadia B producers, There can be no doubt that it is also this group which most 
needs help. 

However, we are aware of a school of thought on the part of some prominent 
California dairy leaders which holds that while the average national milk price 
would rise 44 cents, the increase in California would not be nearly as great. 
Certainly this view warrants close examination on the part of your committee. 

If valid, the theoretical increase in California dairy income projected in the 
above table would be substantially or completely erased. If such were the effect, 
and at the same time Midwestern producer margins were in fact improved, the 
impact on California manufacturing milk producers’ competitive position within 
their own State might well be disastrous. 

An added consideration is that California consumers would be footing the bill 
in higher retail prices for a program that was putting all of their own State’s pro- 
ducers at a disadvantage. 

The sponsors of the self-help program themselves anticipate that the higher 
prices will tend to reduce consumption slightly. While this would not be of 
utmost concern to dairymen in areas where increased margins per unit of produc- 
tion could reasonably be expected, it would simply amount to a further injury 
to California producers of fluid milk particularly. 

If your Committee decides to endorse the dairy self-help plan, it must recognize 
that the present version of self-help is likely to result in a stalemate of forces 
in California with the likelihood that the State’s congressional delegation will 
vote predominantly against it. Our basis for this conclusion is that the grade B 
producers here are much more poorly organized and less influential than the fluid 
milk producers. 
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In addition, both our Senators and 17 of the 26 House Members who were on 
record, voted against maintenance of the $3.26 supports until other alternatives 
could be examined. This was despite very heavy opposition to the cut to $3.06 by 
the State’s dairy producers and organizations as well as an overwhelming vote of 
support by the State legislature to memorialize Congress to freeze supports at 
$3.25. 

It is our earnest belief that it is not the purpose of the initiators of the self-help 
proposal to being about indiscriminate advantage to any one region or group of 
producers at the expense of others. While it is to be expected that benefits 
flowing from any piece of legislation cannot possibly be parceled out in precisely 
equal measure, it is incumbent on the sponsors of the proposals and upon the 
Senate Committee on Agriculture to minimize the difference in their effects and 
certainly to avoid damaging one for the advantage of another. 

Not only should such a spirit prevail in any legislation which is national in 
character, but in this instance, it strikes us as being absolutely vital to bringing 
about the cohesion of forces within the dairy industry which is necessary to enact 
a workable self-help program. 

The problem confronting Congress and the Nation is not one of shifting the 
present low level of dairy income from one producer’s pocket to another’s. It is 
rather that of dealing effectively with a national milk surplus, taking care not to 
pit one producer against another, in order to raise total dairy income and dis- 
tribute it as equitably as possible under the circumstances. 

Therefore, we respectfully urge your committee to study the possible effects of 
the proposal upon California and other States with similar problems and to make 
such amendments as seem necessary to bring about equitable results. 
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TUESDAY, JUNE 3, 1958 


Unitep Starres SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senate Allen J. Ellender (chairman) presiding. 

Present: Senators Ellender, Humphrey, Talmadge, Proxmire, 
Young, Hickenlooper, and Schoeppel. 

Also present: Representative Charles H. Brown, of the Seventh 
District of Missouri. 

The CuarrMan. The committee will please come to order. 

The committee will continue the testimony on the so-called self-help 
dairy farm bill. The first wituess for this morning is Mr. Reed. 

Is he present? 

Mr. Ruep. Yes, sir. 

The CuarrMan. Mr. Reed, will you identify yourself for the record, 
please? 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. My name-is Otie M. Reed, and I am Washington 
representative of the National Creameries ‘Association. 

National Creameries Association is composed of several hundred 
dairy-processing plants, almost all of which are locally owned and 
locally operated cooperative associations of dairy farmers. Our 
membership is in the States of Wisconsin, Minnesota, Iowa, Kansas, 
Nebraska, and North and South Dakota. 

The CHArRMAN. What percentage of the product do you handle? 

Mr. Resp. I have no way of knowing that, Mr. Chairman. We 
have around 400 mainly butter-processing plants, some cheese and 
some grade A plants. 

The CuHarrmMan. What connection, if any, has your association 
with the National Milk Producers Federation? 

Mr. Reep. None; we are a separate association. 

The CHarRMAN. What about the National Dairymen’s Association? 

Mr. Reep. None; we are a separate association. 

The CHarRMAN. A separate association? 

Mr. Reep. Yes, sir. 

The CuHairMan. Well, your association deals primarily in the 
manufacture of dairy products? 

Mr. Reep. Yes, sir. We have perhaps as many as 20 members who 
also process grade A milk and ship it to fluid milk markets. 

The CHarrMAN. Well, have you any members of your association f 
who perform the same service as the Land O’Lakes? 
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_ Mr. Reep. Well, Land O’Lakes is a centralized federated coopera- 
tive composed of a large number of small, local cooperatives, and we 
do not have that type of a member in our organization. Ours is 
composed of local, you might even say, crossroads, so to speak, plants, 
the local cooperatives and a few local private corporations. 

The Cuairman. Well I presume that those plants that you have 


are the same kind that furnish that product to the Land O’Lakes 
for distribution? 


Mr. Rerp. They are the same kind; yes, sir. Many of them are 
neighbors, as a matter of fact. 


The Cuarrman. Yes. Well, are there any members of the National 
Milk Producers Federation that are connected with your national 
association at all? 


Mr. Reep. Not that I know of, sir. 

The CuarrmMan. All right; proceed, sir. 

Mr. Reep. Mr. Chairman, I have somewhat of a lengthy statement 
here, and with your permission I will file the full statement for the 
record, and then read into the record extracts from my statement. 

The Cuarrman. Without objection your whole statement will be 
filed for the record, and you may now proceed to highlight the impor- 
tant points in the statement. 


(Mr. Reed’s prepared statement is as follows:) 


Mr. Chairman and gentlemen of the committee, it is a privilege to appear 
before you today and discuss with you the dairy stabilization bills that are the 
subject of this hearing. 

I fully realize that these bills are commonly referred to as “self-help’’ bills, 
and the programs they would authorize as ‘“‘self-help’’ programs. Inasmuch as 
my analysis of these bills and their’ economic effect show that they are “self-help” 
bills to a limited degree only, I shall no longer refer to them as “‘self-help’’ bills 
but as proposed dairy stabilization bills. 

National Creameries Association is composed of several hundred dairy process- 
ing plants, almost all of which are locally owned and locally operated cooperative 
associations of dairy farmers. Our plants are very largely engaged in the manu- 
facture of dairy products such as butter, cheese, nonfat dry milk, and the like. 
However, quite a significant number of our plants also ship grade A milk for 
distribution as fluid milk to city markets, and the number of these is growing 
steadily. Our membership is located in Wisconsin, Minnesota, Iowa, Kansas, 
Nebraska, and North and South Dakota. 

In presenting this statement I shall deal first with the economic appraisal of 
the dairy stabilization bills which are the subject matter of this hearing. The 
later sections of this paper will be devoted to an analysis and appraisal of the bills 
from the point of view of their compatibility, or lack of compatibility, with what 
in our opinion constitute sound principles concerning the manner in which govern- 
ment powers should be used. 


I. ECONOMIC APPRAISAL OF DAIRY STABILIZATION BILLS 


An economic analysis of these bills which are supposed to correct the depressed 
economic situation of dairy farmers can best be placed in its proper framework by 
a brief description of the magnitude of the problems facing us. 


1. Magnitude of the problem of dairy surpluses 


The Federal Government has conducted a price-support program of some 
magnitude for a number of years. The program was started in 1933 and con- 
tinued until wartime needs and demands caused its cessation at the end of 1941. 
The program was resumed in 1947 as a part of the efforts of the Government to 
cushion postwar adjustments pursuant to authority of the Steagall amendment 
to the Agricultural Adjustment Act, which provided for price supports for a 
2-year period following the war, and has since been changed to permanent legis- 
lation and modified through the enactment of the Agricultural Act of 1949, as 
amended. 

Table 1 shows the production of butter, cheese, and nonfat dry milk from the 
period 1933-41 and 1947-57, together with the volumes of such commodities 
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purchased under surplus removal and price-support programs, and percentages 
such purchases bear to the production of the respective commodities. 

During the earlier period, 1933-41, purchases exceeded 1 percent of the pro- 
duction of creamery butter in only 4 years, reaching a high of 7.9 percent in 1938. 
Cheese was not purchased every year and ranged from very small volumes up to 
3 percent of production. Nonfat dry milk purchases ranged from 1.9 percent 
of production to 10.8 percent of production during this period. 

Starting in 1949, purchases under the various price-support laws have ranged 
much higher on the whole than prewar. With the exception of 1951 and 1952 
purchases of butter have ranged from a low of about 8 percent to a high of a 
little over 25 percent of total creamery butter production. Cheese purchases 
have ranged from a low of 0.7 percent to a high of about 22 percent. Nonfat 
dry milk purchases have ranged from a low of 6 percent to a high of about 49 
percent. Percentages of total production represented by purchases under price 
support in 1957 were: butter, 12.2 percent; cheese, 17.2 percent; and nonfat dry 
milk, 48.2 percent. 

It is to be noted that the production of cheese and nonfat dry milk was heavily 
increased during the war period as a part of the war program, 

2. Recapitulation of volumes purchased under price support, 1957 

Table 2 shows the purchases of dairy products under the price-support program 
for the calendar year ending December 31, 1957. On a milk-equivalent basis, and 
including 601 million pounds of fluid milk consumption by the military subsidized 
by the Commodity Credit Corporation, 6,486 million pounds of milk were re- 
moved from commercial channels. In addition, under the special school milk 
program whereby the consumption of milk is subsidized in schools, 975 million 
pounds were distributed. Accordingly, all Government operations in 1957 
accounted for the removal from the market and the subsidization of the con- 
sumption of fluid milk in a total amount of 7,460 million pounds. This is equiva- 
lent to 6.6 percent of total marketings of milk from farms in 1957. 


8. Price levels required during the first year of operation under the dairy stabilization 
bills 

These bills provide that during the first year of operation, starting April 1, 1959, 
prices to producers shall be supported at 90 percent of parity calculated on the 
basis of the original method of determining the parity equivalent price for manu- 
facturing milk. On the basis of March 15 parity figures, the support level would 
be $3.98 per hundredweight of milk. 

Calculating the figures on the basis of increased price-support level, retail 
prices of fluid milk and dairy products would increase the following percentages 
from 1957 average retail prices: 

(a) Fluid milk and cream, about 8.3 percent. 
(b) Manufactured dairy products, about 10 to 12 percent. 
For example, butter prices at retail would increase from 9 to 10 cents per pound. 


4. Magnitude of purchases the first year of operation under the dairy stabilization bills 


Increases in prices to consumers of the magnitude involved by supporting 
prices to producers at 90 percent of parity as calculated would cause some con- 
siderable reduction in consumption. We estimate that fluid milk consumption 
would be decreased slightly over 3 percent and the consumption of manufactured 
dairy products would be decreased by 7 percent. 

Table 3 shows the estimates we have made as to the additional purchases of 
dairy products that would be necessary under the price structures that would 
prevail the first year of operation of the dairy stabilization bills. These estimates 
are made at three levels, as follows: 

(a) The minimum estimate assumes milk production would be at the same 
rate as in 1957, namely, 126.4 billion pounds. The additional purchases that 
would be involved would amount to 5,865 million pounds milk equivalent. 

(b) The medium estimate assumes a minor increase in marketings of 2.5 
billion pounds over the 1957 rate, which would increase the price-support pur- 
chases by 8,365 million pounds milk equivalent. 

(c) The very sharp increase in butter and manufactured dairy products retail 
prices visualized in this program would undoubtedly cause greater decreases in 
consumption than we have indicated heretofore—namely, 7 percent—inasmuch 
as oleo consumption and the use of vegetable oil in making frozen desserts would 
undoubtedly increase materially. Therefore, we have included a maximum 
estimate based on the loss of an additional 1 pound of butterfat per capita per 
year of our market to oleo and vegetable oil frozen desserts. This would increase 
additional surplus purchases to 11,785 million pounds milk equivalent. 
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Adding in the volume of special school milk at the same rate as the 1957 con- 
sumption, the minimum total purchases involved would be 13,325 million pounds; 
at the medium rate 15,825 million pounds; and at the maximum rate of purchase 
we have estimated 19,245 million pounds. 

If, from these totals, we deduct military fluid milk and special school milk 
volumes, we arrive at a minimum estimate of 11,750 million pounds; a medium 
estimate of 14,251 million pounds; and a maximum estimate of 17,671 million 
pounds. 


5. Estimated costs per hundredweight of milk equivalent of price-support program 
under first year of operation of the dairy stabilization bills 


The price-support level specified for the first year of operation, on the basis 
of parity prices for March 15, 1958, would be $3.98 per hundredweight. I 
suspect that many people are under the impression that this represents the total 
oo per hundredweight for the price-support program. However, this is not at 
all true. 

Prices are supported through the purchase of the finished commodity—butter, 
cheese, and nonfat dry milk, which are purchased largely in bulk packages. In 
addition to these costs which obviously include the cost of manufacturing the 
commodities, there are freight costs, storage costs, some ocean freight costs, 
repackaging costs for distribution, and the like. All of these must be included 
to arrive at the total cost per hundredweight of milk involved in the price-support 
program. 

Estimating this total cost we derive the figure applicable to our minimum 
estimate of surplus purchases as follows: 

(a) Producer support price, $3.98 per hundredweight. 

(b) Manufacturing margin, calculated in the same manner as is currently 
calculated by the Commodity Credit Corporation, 84 cents per hundredweight. 

(c) Carrying costs—i. e., freight, ocean freight, storage, repackaging, and other 
handling—based on the experience of the Commodity Credit Corporation during 
the fiscal year ending June 30, 1957, 42 cents per hundredweight. 

This total of $5.24 per hundredweight does not tell all the story. In table 1 it 
was shown that much larger volumes of nonfat dry milk are purchased relative 
to production than butter or cheese. This means that in addition to the nonfat 
dry milk that can assume to have been made from the milk equivalent of the 
butter purchased, additional large volumes must be purchased because of the 
relatively heavier supplies of nonfat dry milk relative to market demand for it 
than is the case with butter and cheese. 

(d) Adding in allowances for additional dry milk that must be purchased under 
the price-support program, and distributing this additional cost over the milk 
equivalent purchased, we find that under our minimum estimated total costs per 
hundredweight of milk equivalent would be $6.08 per hundredweight; under our 
medium estimate of surplus purchases, $5.94 per hundredweight; and under our 
maximum estimate of surplus purchases, $5.80 per hundredweight. 


6. Total cost of purchases first year of operation under the dairy stabilization bills 


In table 4 we show the total cost of purchases during the first year of operation 
under the dairy stabilization bills as follows: 





(a) At our minimum estimate of surplus purchases_-__--.------ $820, 600, 000 
(6) At our medium estimate of surplus purchases____.....----- 951, 509, 000 
(c) At our maximum estimate of surplus purchases__-.-.-.---- 1, 130, 000, 000 


The above figures include milk for the military and special school milk. If we 
reduce the above figures by $30 million for military milk and $75 million for 
special school milk, the totals are: minimum estimate, $715,600,000; medium 
estimate, $846,509,000; and the maximum estimate, $1,025 million. 


7. Tax yields and net losses under the first year of operation of the dairy stabilization 
bills 


In table 5 we show the losses that would be incurred under the first year of 
operation under these dairy stabilization bills. Under our minimum estimate of 
surplus purchases, farm marketings would be 113,190 million pounds of milk 
subject to the tax of 25 cents per hundredweight specified in the bills for the 
marketing year beginning April 1, 1959. Under our medium and maximum 
estimates of surplus purchases, marketings would be 115,690 million pounds 
subject to tax. 

The tax of 25 cents per hundredweight would yield $283 million on the basis of 
1957 marketings, and $289 million on the basis of 1957 marketings plus 2.5 billion 
pounds increase. 
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(a) Net loss under the first year of operation, assuming no Government funds 
were used and the program thereby would be truly self-help, as claimed by 
proponents, would be (1) at minimum estimate of onal purchases, $537,600,000; 
(2) at the medium estimate of surplus purchases, $662,500,000; and (3) at the 
maximum estimate of surplus purchases, $841 million. 

(b) Net loss, assuming use of Government funds first year of operation under 
the dairy stabilization bills. In these estimates we have assumed that United 
States Government funds in the amount of $30 million for military fluid milk, 
$75 million for special school milk, and cash sales, Public Law 480, and section 32 
funds at the same rate as in 1957 fiscal year, or $130 million in total, would be 
used to finance part of the losses. 

On this basis, then, net losses, using $235 million of Government-appropriated 
funds to defray part of the expenses of the program would be: (1) At minimum 
estimate of surplus purchases, $302,600,000; (2) at medium rate of surplus pur- 
chases, $427,500,000; and (3) at maximum rate of surplus purchases, $606 million. 
Thus we see that this program is not a truly self-help program inasmuch as the 
tax revenues fall far short of paying for the cost of the program. The shortfall 
ranges anywhere from $303 million at the minimum to $841 million at the maxi- 
mum. Therefore, advertising this program as a self-help program is most 
assuredly erroneous and misleading to a very great degree. 

Furthermore, it is to be emphasized that no costs of administration are involved 
in these loss estimates. Undoubtedly it would cost several million dollars to 
administer this program, particularly since the bills place no limits on the number 
of personnel, their salaries, their expenses, or the fees that the Board may pay 
dairy concerns for helping them conduct their program, nor are there any costs 
allowed for the purchase of plants, the construction of plants, advertising, and 
other activities authorized by these bills. 

In view of the fact that these bills are not self-help, inasmuch as the taxes levied 
do not meet the costs of the programs, the question naturally rises as to how high 
the taxes would have to be if these bills were to represent a completely self-financed 
and therefore a completely self-help program. 

In table 6 estimates are shown as to what the tax rates would have to be in order 
for the program to be completely self-liquidating. The estimates are made on 
three bases, these being (1) with no Government financing, (2) with special school 
and military milk costs financed by the Government, and (3) with school milk, 
military milk, and cash sales, Public Law 480, and section 32 reimbursements 
permitted at the same rate as in fiscal 1957. 

(a) Tax rates, with no Government financing, would be 72 cents per hundred- 
weight at our minimum rate of surplus purchases; 82 cents per hundred-weight 
at our medium rate; and 98 cents per hundredweight at our maximum rate of 
surplus purchases. 

(6) Tax rates, with special school milk and military milk financed by the 
Government, would be (1) on the basis of our minimum estimate, 63 cents per 
hundredweight; (2) at our medium estimate, 73 cents per hundredweight; and 
(3) at our maximum estimate, 89 cents per hundredweight. 

(c) Allowing Government financing for military milk, special school milk, cash 
sales, Public Law 480, and section 32 reimbursements at fiscal 1957 rates, tax 
rates would be 52 cents per hundredweight at our minimum estimate, 62 cents per 
hundredweight at our medium estimate, and 77 cents per hundredweight at our 
maximum estimate. 


8. Deficits 


The deficits accruing the first year of operation of the dairy stabilization 
program are set forth in table 7. These range from $536 million to $841 million 
if the program is to be truly self-financed and therefore requiring no Government 
funds. 

If milk subsidization in the military and special school milk programs is as- 
sumed to come from Government appropriations, the deficits range from $433 
million to $736 million. 

If costs of subsidizing military and special school milk are allowed, and the 
program is reimbursed from cash sales, Public Law 480 and section 32 in the same 
a as during the fiscal year 1957, deficits range from $303 million to $606 
million. 

These deficits represent the amounts by which this program fails to be self- 
supporting. It also represents the amount of money that would have to be 
raised either (1) by heavier taxes on milk producers or (2) increased appropria- 
tions from the Federal Government. 
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II, ECONOMIC CONSIDERATIONS—QUOTA SYSTEM AUTHORIZED BY THE BILLS 


This phase of the analysis is quite difficult due to the fact that the provisions 
of the bills which provide for the establishment of marketing allotments, price 
levels, exemptions to be granted from quotas, and the like, are not specific, nor 
is there specified any minimum or maximum rate of taxation or other statistical 
guideline which permits definitive economic analysis of the allotment system 
provided. 

The bills provide that a quota or allotment system must be put into effect at 
any time the tax rate would exceed 25 cents per hundredweight of milk marketed. 
The analysis given in the preceding section shows conclusively that allotments 
would be required the second marketing year of this program. 

The situation faced at the beginning of the second year of operation of the 
program would be as follows: 

(1) Debts ranging from a minimum of $302 million to as high as $606 million, 
even though Government financing had been used to defray $235 million of the 
costs incurred the first year of operation, the same as in fiscal year 1957. 

If this $235 million of Government funds were not used, the program would 
face debts at the beginning of the second marketing year ranging from a minimum 
of $536 million to a maximum of $841 million. In addition, production would be 
at the level ranging from 126.4 billion to at least 128.5 billion pounds. 

Marketings of milk from farms could be brought into line with commercial 
demand by 1 of several methods, namely, (1) the program could be abandoned 
in its entirety, and prices to producers allowed to crash to a level where increased 
demand and decreased production would balance demand and supply; or (2) 
rmarketings in excess of demand could be taxed so heavily that farmers would 
cease to market any more milk than that for which there was a commercial de- 
mand in the market; or (3) some combination of the 2 preceding methods. 

Of course, it goes without saying that if there were no program the second year, 
prices would crash and the board would still be in debt anywhere from $302 
million to $841 million. 

If the board established prices at 90 percent of parity such as is required the 
first year, assuming no changes in parity prices, the commercial market would be 
about 100 million pounds. However, this would not constitute the allotment if 
any exemptions whatsoever were granted from the allotment system. If milk 
and butterfat sold from farms of 4 cows or less were excluded from the allotment 
and from the program, then the total allotment of the country as a whole would 
be about 95 billion pounds. If any exemptions for ‘‘deficit production areas’’ 
were granted, the allotment would be even less. 

The question would be as to how farm marketings could be kept within the 
allotment. The only way contemplated under the bills for accomplishing this 
purpose is to tax the marketings in excess of quotas out of existence. If this 
were done or rather one should say if it were attempted, the tax rate on market- 
ings in excess of quota the second year of operation could be as high as $3.98 per 
hundredweight. If this high tax rate were successful in causing farmers not to 
market any milk in excess of their allotment, then there would be no surplus 
purchases the second year. 

However, the program would remain in debt from the first year’s operation 
anywhere from $302 million to $841 million. This would involve the taxation of 
quota milk the second year, in order to liquidate the program debts, at rates 
ranging from a minimum of 33 cents per hundredweight to 88 cents per hundred- 
weight, even if there were no price-support program or purchases of surpluses 
whatsoever the second year. 

It is highly questionable, however, that even a totally confiscatory tax on 
marketings in excess of quota would entirely eliminate such excess marketing. 
Farmers in order to guard against being under quota probably would market 
slightly more than their quota. If they marketed on the average 5 percent in 
excess of their quota, surplus purchases the second year would amount to 5 billion 
pounds milk equivalent. This would cost about $300 million. 

With this volume and value of surplus purchases, added to the carryover losses 
from the first year’s operation of the program, total obligations of the program 
the second year would run from about $605 million to as high as $1,145 million 
depending upon the total amount of Government funds used and level of surplus 
purchases the first year. 

Taxation of milk in excess of quota at the full price-support level of $3.98 per 
hundredweight would yield approximately $200 million. Thus the remaining ob- 
ligations of the program would range from about $420 million to $946 million, 
which would represent program indebtedness that would have to be made up from 
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taxes on quota milk. Such taxes would range from 44 cents per hundredweight to 
as high as $1 per hundredweight depending upon the amount of Government 
financing involved, the size of surplus purchases, and carryover losses from the 
first year. 

When it is remembered that the cost estimates and losses set forth in this 
statement do not provide for any cost of administration, or for such things as 
the purchase of plant facilities, advertising, paying the costs of operations and 
earnings of stabilization corporations, fees to dairy plants used in the program, 
and the like, it should be apparent that producers stand to lose materially under 
this program, rather than to show gain as claimed by proponents. 

In this analysis I have not attempted to show how net returns to producers 
would be reduced by this program by virtue of reductions in volume of production 
on the farms, in the plants, and in distribution channels. We all know, however, 
that such a reduction in volume as is contemplated under this program would 
cause drastic increases in costs of operation and lower net returns to producers. 

So much for the economic analysis of this program. I wish it were possible 
to make it more definitive, but the bills themselves are so loosely drawn and 
leave so many things to the judgment—actually one might say to the whim—of 
the dairy stabilization board that no more sharply focussed analysis was possible. 
This, however, should be sufficient to disclose the utter lack of economic benefits 
to producers if this program were enacted into law. 

The next section of this paper will deal with the provisions of the bill and our 
opinion concerning the various provisions of the bills. 


III, PROVISIONS OF DAIRY STABILIZATION BILLS 


There is set forth below a discussion of the principal features of the dairy stabili- 
zation bills that are the subject of this hearing. 


1. Comments concerning declaration of policy 


Many of the features in the declaration of policy (sec. 3) in the stabilization bills 
appear to be laudable statements. However, the declaration of policy needs to 
be correlated with the means of achieving such policy as provided in the opera- 
tional features of the bills. Thus clauses (a), (ce), (d), and (f) relate to the pro- 
viding of an adequate, balanced, and orderly flow of milk, an improved, orderly, 
and stabilized market for milk, to protect the security and welfare of the Nation 
by maintaining adequate domestic production and supply of milk and dairy 
products, and by keeping the national agricultural resources permanently pro- 
ductive and reasonably adjusted to current demands, and to protect the interests 
of the consumers by maintaining a stabilized, continuous and adequate supply 
of milk and dairy products at fair prices. 

The mechanism provided for achieving these policy goals is through levying 
taxes to raise money to remove from commercial marketing channels milk and 
dairy products, and to reduce the supply of milk and dairy products in interstate 
and foreign commerce by taxation of the surplus out of existence. We fail to see 
how reduction in production can contribute to a more orderly flow or more 
balanced flow or more adequate supply. We fail to see how the security and wel- 
fare of the Nation can be protected by shrinking the agricultural plant as these 
bills visualize. As you will recall, our major problem respecting food supplies 
during the last war was to expand production rather than shrink it 

We fail to see how reduction in production will protect the interests of con- 
sumers. Consumers, under these bills, will pay more money for less products. 

The statement of policy also provides for the promotion of effective merchan- 
dising of milk and dairy products. The dairy industry already has a voluntary 
program for this purpose which is working as well as could be expected through 
the activities of the American Dairy Association and the National Dairy Council. 
Of course, under these bills it is quite likely that contributions for the conduct 
of the American Dairy Association and the National Dairy Council programs 
would cease, hence these activities, if they were to be continued, would have to 
be taken over by the Dairy Stabilization Board set up under this act. The policy 
statement of the goal to stabilize prices of milk and dairy products at reasonable 
returns to producers is, of course, a laudable goal. However, we already have 
a program under the current price support law which is designed for this purpose, 
and our analysis shows conclusively that the current program is considerably 
better and more remunerative to producers than the program visualized under 
these bills. 

The statement of policy to provide a self-financing system of price stabiliza- 
tion and production adjustment for milk and dairy products is a laudable goal, 
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but as we showed in the preceding sections of the statement, the bills fall far 
short of being self-financing and therefore the mechanisms provided in the bills 
do not carry out the policy of the bills as stated. 

The statement of policy could be made considerably more forthright by also 
stating it as a policy of the Congress that production in excess of that which can 
be sold at the price levels permissible under these bills, whatever, they are, 
shall be taxed out of existence and thus the taxing powers of the Congress are to 
be delegated to, and used by, an independent agency to eliminate excess produc- 
tion by confiscatory taxation. 


2. Powers of the Federal Dairy Stabilization Board 

We have the following comments respecting the powers granted the Federal 
Dairy Stabilization Board under these bills: 

(a) The Board is an independent agency. It is not subject to the supervision 
of the Congress, the President, or the Secretary of Agriculture. The Board 
members may be discharged by the President for cause or ineligibility, whatever 
that means. It is to be emphasized that the operational powers of the Board 
are not subject to review by the Congress or by any elective or appointed official 
of the United States Government, except as will be noted hereafter regarding 
review by the Secretary of price stabilization levels established by the Board. 

(b) Section 11 states quite clearly that “The findings and determinations of the 
Board made under the authority of this act shall be final and conclusive.’”” Thus 
it appears that the Board is utterly independent. 

(c) The Board is authorized to buy, sell, give away, hold, store, warehouse, 
manufacture, process, service, package, advertise, and transport milk and dairy 
products. 

This grant of authority makes it possible for the Board to do anything whatso- 
ever it desires to do in the manufacture, production, and marketing of milk and 
dairy products. We see no reason whatsoever why such powers should be 
granted to an independent board. 

(d) The Board may contract for plants, facilities, and services needed to accom- 
plish its purposes, and may even build manufacturing or other types of plants, 
as it sees fit. We think it entirely inappropriate for any organization, inde- 
pendent or otherwise, to be given such authority under a price-support program. 

(e) The Board is authorized to borrow money to conduct its business. Of 
particular significance is the fact that section 17 entitles the Board to borrow 
from the Commodity Credit Corporation and directs the Commodity Credit 
Corporation to loan money to the Board. Such loans are to be made without 
security and may aggregate as much as $350 million outstanding at any one time. 

It seems to us that section 17 is nothing more nor less than an outright grant 
of $350 million of Federal Government funds to an independent agency to use 
pretty much as it sees fit. 

(f) Section 18 seems to us to place the Board entirely outside the fiscal 
supervision or responsibility of the General Accounting Office. 

It seems to us that the Congress should be quite loath to grant this authority 
to any independent agency, particularly in view of the fact that regularly con- 
stituted elements of the executive branch of the Federal Government normally 
are subject to the fiscal supervision and review of the General Accounting Office. 

(g) Section 19 provides that the Board may make loans or advances as is 
considered necessary; and section 20 appears to be a catchall provision for the 
Board to do anything that it may deem necessary in the performance of the 
duties imposed on it by the bills. 

(h) In a number of sections of the bills the Board is authorized to operate 
through regular commercial channels or firms and also something that is called 
stabilization corporations. These latter are not defined and therefore under 
these bills it would appear that authority is granted the Board to establish 
corporations, finance them, pay them for services, and the like, as it sees fit. 
This not only opens the way for serious duplication of dairy products handling 
facilities and other marketing facilities in the United States but also sets the 
framework for much higher administrative costs and the like than would be 
necessary otherwise. 

(i) Sections 27 through 33 provide for an advisory committee to advise the Board, 
but this committee has no authority or other powers. 


3. Price stabilization 


The Board is given vast powers to stabilize prices of milk and butterfat pro- 
ducers. Our comments follow: 

(a) Stabilized prices to producers of milk and butterfat shall be provided by 
the Board at levels to be announced annually by the Board. In establishing 
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—_ price levels, the Board is directed to take into consideration 12 general 
actors. 

It is to be emphasized that, although 12 general factors are to be taken into 
consideration by the Board in establishing stabilization price levels, there are 
no statistical limitations or guidelines as to the levels that may be established. 

Therefore, these bills give an independent agency a blank check insofar as 
the level of prices it may establish under the bills is concerned. It is to be seriously 
doubted that any segment of our economy should be granted the authority to use 
the powers of Government to accomplish such unrestricted purposes. 

(b) The board in section 37 is authorized and directed to establish and maintain 
a surplus holding pool. In conducting the pool dperations, it may operate through 
its own staff or such committees, corporations, stabilization corporations, agents, 
brokers, or persons as it may designate. We only wish to call your attention 
again to the use of the term “stabilization corporations.” 

(c) Section 38 deals with disposition of commodities purchased by the Board. 
We have little comment with respect to this matter, except to indicate that, in 
respect to the authority to give away, barter for domestic or foreign assets or sell 
at reduced prices in foreign markets, any milk and dairy products in its possession, 
would raise very serious objections with respect to foreign operations as to the 
manner in which operations of the Board would be correlated with foreign policy 
and operations under Public Law 480. 

(d) In section 39 the Federal Government and various agencies thereof are 
instructed to give due consideration in obtaining milk and dairy products from 
the Board and directs such agencies to cooperate with the Board in the disposition 
of milk and dairy products abroad. This section is very general and again raises 
the question as to conflicts of this proposed legislation and Public Law 480, 
foreign policy, and the like. 

(e) Section 40 authorizes the Board to promote and develop new and expanded 
outlets for milk and dairy products. This activity is already being handled on a 
voluntary basis and in a very constructive fashion by the American Dairy Asso- 
ciation and the National Dairy Council, and we see no reason why the board 
should be given a duplicating authority. 

(f) Section 43 provides for charging volumes equivalent to volumes imported 
to the Commodity Credit Corporation and for reimbursement of the board for 
dairy products produced on acreage diverted from other crops. 

With respect to imports, they are already controlled under section 22 of the 
Agricultural Adjustment Act and we see no reason why the Board should be 
reimbursed for these imports. If there is a logical argument for such reim- 
bursement, there is equally logical argument for reimbursing the Commodity 
Credit Corporation under the current program and in not charging such reim- 
bursement against price-support activities. 

In respect to payments for products produced on diverted acreage, we do not 
think this provision has any merit for two reasons. First, from the viewpoint 
of the sheer mechanics of the matter we do not believe it possible to estimate the 
volume involved. Second, if this is fair for dairy farmers, it is also fair for 
producers of other price-supported crops in respect to the production of such 
crops On dairy farms. We think this raises such a host of questions that it had 
better be left alone. 

(g) Sections 45 through 47 provide for review of price stabilization levels by 
the Secretary. If the Secretary does not approve the price stabilization level 
established by the Board, he may hold a hearing and direct the Board to establish 
such levels as he finds justified on the basis of the hearing. If the Board does not 
agree the only recourse the Secretary has is to sue the Board in the United States 
Court of Appeals for the District of Columbia. In our opinion this is an unsound 
and unworkable provision. 


4. Marketing assessments 


Sections 48 through 54 provide for the levying of marketing assessments. The 
assessments are levied on producers and importers of milk, butterfat or dairy 
products. Section 48 states, ‘‘Thus the cost of the developing and maintaining 
an orderly, stabilized, and improved market will be charged directly to those 
using the improved market and sharing in its benefits and to them only; and the 
amount paid by each will be directly related to the use made of the improved 
market.” 

We quote this at length in order to make crystal clear that the intent of these 
bills is that taxes on producers will pay the full cost of the program. This indi- 
cates to us that the proponents of these bills intend that all price-support pur- 
chases and all subsidization of fluid milk consumption should be paid for by 
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producers. Although this is the stated intent, our analysis shows in previous 
sections that the tax rate does not pay for the program even the first year. 

(a) The bills in sections 48 through 54 delegate the taxing power of the Congress 
to an independent agency which is not under the control or direction of the Con- 
gress or any official of the executive branch of the Federal Government. 

While we do not profess to be attorneys we think it unquestionable that this 
is an unconstitutional delegation of taxing power and in any event one which the 
Congress would be most unwise to delegate. 


&. Marketing allotment programs 


In sections 55 through 63 the Board is directed to establish a marketing allot- 
ment program for any year in which the marketing assessment established by 
the Board would exceed 25 cents per hundredweight. On the basis of the analysis 
in the previous sections of this paper marketing allotments would have to be 
established in the second year of the program. 

(a) Bases shall be established for each individual producer. No statistical 
guidelines, restrictions or limitations are placed upon the level of bases that may 
be established. 

(b) The Board may adjust bases for hardship, which is not defined. 

(c) The Board may adjust bases because of ‘‘deficit production areas,’”’ which 
is not defined. 

The provisions for adjustment of bases in any manner in which the Board 
desires leaves the way open for all kinds of adjustment and the development of 
serious inequities from farm to farm and from region to region. Under this 
provision, many fluid-milk markets in the country could be excluded or relieved 
of the base provisions, depending upon how they were figured; and entire areas 
could be excluded or relieved under the base provisions, depending upon how 
deficit area is defined by the Board. 

(d) Section 58 gives the Board authority to audit the books and records of 
every milk plant in the country, whether it be arenes or private. It is 
extremely questionable whether this authority should be given to an independent 
agency of which many members, no doubt, will be actively engaged in the milk 
and dairy business. 

(e) The key to this marketing allotment taxation scheme is to be found in sec- 
tion 62. Under this section the Board is permitted to establish different rates of 
taxation of milk sold within the quota and milk sold in excess of the quota. 

In our opinion this means that the Board is permitted to use, without limit, 
the taxing power to eliminate the production of milk which it considers excess— 
that is, milk in excess of established quotas. 

It seems to us that it would be much more forthright for the Congress itself, 
if it ever would approve such use of the taxing power, to establish such taxes itself. 
After all, the Congress is answerable to the people of this country. The Federal 
dairy stabilization board is not. 

6. Stabilization program, first year 

For the first year of operation the bills provide (sec. 76) that the Board shall 
or prices for the marketing year beginning April 1, 1959, at 90 percent of 
parity, using the manufacturing milk parity equivalent formula originally used 
under the Agricultural Act of 1949. This section also levied the tax for marketing 
assessment at 25 cents per hundredweight for milk or milk equivalent. 

Inasmuch as this feature of the act has been subjected to analysis in preceding 
sections of this statement, no further comments will be made with respect to 
this provision. 

Thank you very much for your courtesy in listening to my statement, and I 
appreciate the opportunity of having been heard with respect to this proposed 
legislation. 





| 
| 
| 
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TABLE 1.—Purchases of specified dairy products pen ee support purchases, 
United States production, and percentage support purchases are of production, 
1933-41 amd 1947-57 

{In millions of pounds] 











Butter | Cheese Nonfat dry milk 
Year Percent | Percent Percent 
Produc- Pur- j|purchases} Produc- Pur- |purchases; Produc- purchases 
tion chases jareofpro-| tion chases jareofpro-| tion are of pro- 
duction duction duction 

1, 795 43.2 2.4 GO Vaccsnascclsncanbaseulsscnnsetanbecemoslaameneae 
1, 728 24.6 1.4 587 17.9 BO. Ei cttoccceahpnbbbhditehcecsetaia 
1, 672 7.0 .4 628 -2 3 188 15.8 8.4 
1, 666 3.0 2 650 -9 1.4 224 3.6 1.6 
1, 662 3.0 -2 653 Ca esteemed 245 23.2 9.5 
1, 798 142.0 7.9 726 3.5 5 289 31.3 10.8 
1, 782 25. 4 1.4 SE Cate laeaedwaden a 268 5.0 1.9 
1, 837 10.6 -6 785 4.4 6 322 7.3 2.3 
1, 872 11.4 -6 Or Ceti eaneticein at audie 366 2.7 7.4 
Ri bcd deaths ioeks STIS cota icttlvcaidonieeniddie 678 211.3 31.2 
Dect Since incichdiieien iced iia | Me SS i alti il cialis eee I indian Peteene ee 
1,412 114.3 8.1 1, 199 25. 5 23 935 325. 5 34.8 
1, 386 127.9 9.2 1,191 108. 9 9.1 881 351.6 39.9 
1, 203 2 ‘3 1, 161 -8 a? 702 53.6 7.6 
1, 188 16.1 1.4 1,170 2.8 2.4 863 51.5 6.0 
1, 412 358. 9 25. 4 1, 344 291.0 21.6 1, 214 587.4 48.4 
1, 449 320. 0 22.1 1, 383 275.1 19.9 1, 402 650. 6 46.4 
1, 386 162. 4 11.7 1, 363 150. 0 11.0 1, 410 555. 7 39.4 
1, 409 164, 7 11.7 1, 386 187.9 13.6 1, 545 754. 1 48.8 
1, 422 173.5 12.2 1, 408 241.5 17.2 1, 693 815. 5 48.2 


Source: Reports of the Agricultural Marketing Service, U. S. Department of Agriculture. 


TABLE 2.—Volume of dairy products purchased by Commodity Credit Corporation, 
volume of milk consumed by the military and subsidized by Commodity Credit 
Corporation, and volume distributed under the special school-milk program, 
calendar year 1957 







Volume of Milk 
Commodity product uivalent 

(thousand million 

pounds) pounds) 
I iickiis ca cckiints cotinine ticmisdad et al eel 173, 489 3, 470 
CHG O . oicdaniGubdedsidwcbndusthdbbcke ctoktinatiicagadeackmeel 241, 486 2,415 
pS EOI eee 
DONE TREE, Oia oicck dnndtbabibiasdcctctibidtntadaglaadadiiin 600, 517 601 
a a ere ey ee) ee 6, 486 
GOUT COTIIN TIE os ein cei nciseiccwutaccciesciineatsbidcasdehaauee 975, 000 975 
GRORNEE GIRN 6 oan cn dvignbtcdinbnndpéguggcdendppestenavesahansdsabiienitan caaieea 7,460 


Source: Reports of the Commodity Credit Corporation and the Agricultural Marketing Service. 


TaBLE 3.—Estimates of volume that would be purchased, including military and 
special school milk, during the 1st year of the proposed dairy-stabilization program, 
with prices at 90 percent of parity 


[In millions of pounds of milk equivalent] 


Total, 1957, | Additional Total, less 
Size class of Total, 1957, excluding purchases Total, all Total, less military 
estimate all products special due to products school milk and 
school milk increased school milk 
price 
Minimum...-....-. 7, 460 6, 486 5, 885 1 13, 345 12, 371 11,770 
Medium .......... 7, 460 6, 486 8, 365 115, 825 14, 851 14, 251 
Maximum. -.-_._.- 7, 460 6, 486 11, 785 119, 245 18, 271 17, 671 


1 Military fluid milk included at 1957 rate of 600,517,000 pounds; special school milk included at 1957 rate 
of 975,000,000 pounds. 
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TaBLe 4.—Estimated total costs of self-help program during 1st year of operation 
pursuant to H. R. 10043, including manufactured dairy products purchased and 


| 











Total, includ- 


































5. 80 | 1, 024, 918, 000 


Size class of estimate Price support | Prices? | Total cost of | ing Army and 
volume ! | price support special school 
| milk 3 
| | 
Pounds Millions Millions 
I Goo te eee ee 11, 770, 000, 000 $6. 08 $715, 600, 000 $820, 600, 000 
NS reese to oe cee 14, 251, 000, 000 5. 94 846, 509, 400 951, 509, 400 
IUD tetera a os eee 17, 671, 000, 000 | 1, 129, 918, 000 
| 


1 Excludes school milk and military milk. 

2 Derived by taking support level and adding thereto manufacturing-plant margin, cost of storage, freight, 
repackaging, and other disposition costs based on CCC experience in fiscal year ending June 30, 1957, plus 
estimated costs of purchase of additional nonfat dry milk not accounted for in milk equivalent of butter 
purchased. 


3 Milk for the military estimated at $30,000,000 and special school milk at $75,000,000, the appropriation 
authorized in current law. 


TABLE 5.—Losses on 1st year of operation of dairy-stabilization program, calculated 
on basis of no Government funds, and on using Government funds for fluid-milk 
subsidization and Public Law 480 and sec. 32 reimbursement at fiscal-year 1957 rate 


{Dollars in millions] 


















































| Total costs | | 
| less dollar | | 
Price- | Total cost | sales and | Tax yield Net loss, Net loss, 
support Total cost | of all pur- |Public Law| at 25 cents | no Gov- Govern- 
Size class of volume | of price- | chases and /480 and sec.| per | ernment) ment 
estimate (millions | support | fluid-milk 32 reim- hundred- funds | funds used 
of pounds) | purchases!| subsidy? |bursements} weight | used‘ as 
| | and fluid- | | indicated 45 
milk | 
| subsidy 3 | 
! 
| | 
Minimum..-___- 11,770 | $715.6 $820. 6 $585. 6 6 $283.0 | $537.6 | $302. 6 
Medium. _.--____- | 14, 251 | 846. 5 951.5 716.5 7 289.0 | 662.5 | 427.5 
Maximum. .._._- 17,671 | 1, 024.9 1, 130.0 895. 0 7 289.0 | 841.0 | 606. 0 
| i ! 








1 Does not include cost of fluid milk for the military and special school milk. 

2 Special school milk estimated at $75,000,000, military fluid at $30,000,000. 

3 Total dollar sales and Public Law 480 and sec. 32 reimbursements are included at the rate for the fiscal 
year ending June 30, 1957, or $130,000,000, and military and special school milk at $105,000,000. 

4 Does not include any cost of administration. 

5 Excluding military and special school-milk fluid, and cash sales, Public Law 480, and sec. 32 reimburse- 
ments at 1957 fiscal-year rate. 
6 Marketings at 1957 rate of 113,190,000,000 pounds. 
1 Marketings at 115,690,000,000 pounds. 





TABLE 6.—Taz rates necessary in order for the self-help plan to be self-financing 1st 
year of operation, and tax rates necessary with varying degrees of Government 
financing, as indicated 
























Total costs and tax rates, 
Total costs and tax rates, | Total costs and tax rates, excluding military and 
} no Government financ- excluding costs of special special school milk, cash 
ing school milk and military sales, Public Law 480, 
milk and sec. 32 reimburse- 
Size class of ments at fiscal 1957 rate 
estimate | | 
| Tax rate (per Tax rate (per Tax rate (per 
| hundred- hundred- hundred- 
Cost | weight of Cost weight of Cost weight of 
| milk milk milk 
marketed) marketed) marketed) 
= re “ad on ttee cat i 
Millions | eae Millions 
Minimum 1______. $820. 6 $0. 72 $715. 6 | $0. 63 $585. 6 $0. 52 
Medium ?2_____.___} 951. 5 - 82 | 846. 5 .73 716. 5 . 62 
Maximum ?______- 1, 130.0 | 98 | 1, 025.0 | 89 895. 0 77 
| 




















! Marketings at 1957 rate of 113,190,000,000 pounds. 


2? Marketings at rate of 115,690,000,000 pounds. 
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TaBLeE 7.—Deficits of the Federal Dairy Stabilization Board after 1st year of 
operation as provided in H. R. 10043 and similar bills 


[Dollars in millions] 









Total cost, 
excluding 
Total cost, Total cost, milk 
Size class of no Gov- excluding subsidy, 
estimate ernment | Tax yield Loss | military Loss Public Loss 
financing and special Law 480, 
school milk | and sec. 32 
reimburse- 
| ment 
} | | 
Minimum.......- $820. 6 $283 $537. 6 $715.6 $432. 6 $585. 6 $302. 6 
Medium. ........ 951.5 289 | 662. 5 | 846. 5 | 557.5 | 716.5 427.5 
Maximum..____- | 1, 130.0 | 289 | $41.0 | 1,025.0 | 736.0 | 895. 0 606. 0 
| | 





Mr. Resp. I want to say first that as far as the principle of self-help 
is concerned, the National Creameries Association has, and I think 
will, remain in support of the principle, continuing to seek some means 
by which the dairy farmer can handle his own programs rather than 
finding it necessary to have them handled by the Government under 
Government expense. Heretofore we have been unable to devise any 
such program of a broad nature for surplus control, or surplus removal, 
to be financed by producers, and my purpose here this morning is to 
analyze the major bill, I think we could call it, at least the one which 
has had most discussion in the country, and the most publicity behind 
it, and perhaps is the most worthy, which would be S. 3125. And 
the purpose in analyzing it is to see ‘first whether or not it is a self. help 
bill, does it do what it says it will, and what would be the economic 
effects on producers. 

The first part of my statement is devoted to an economic appraisal 
of the dairy stabilization bills. 

The CHatRMANn. Now when you say “producers,” you mean the 
dairy farmers? 

Mr. Reep. Milk and butterfat producers; yes, sir, the farmers. 
Not the processors. 

The CuarrMan. Of the raw product? 

Mr. Reep. That is right. 

Now under the bill as it is before this committee, during the first 
year of operation prices to producers would be established, that is 
the support level, at 90 percent of parity, which I believe on the basis 
of March figures, would figure out to be $3.98 per hundredweight. 
That, of course is using the parity formula which is described in the 
bill, and which is not the formula currently used in the operations 
of the Department of Agriculture in computing parity or parity 
equivalent for manufacturing milk. 

The CHarrMan. To what extent would your views be tempered on 
this bill if the 90 percent were lowered to 80 percent? As you know 
the president of the Grange yesterday said he thought it should start 
at that. Would that in any manner have any effect on you? 

Mr. Reep. No, it does not because as I analyze this bill, it does 
not meet the tests of economic appraisal, as to whether or not it will 
increase returns to dairy producers. And I think reducing the price 
to 80 percent does not cure that defect. 


The CuarrMan. Well to make a long story short, you are against 
the bill? 
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Mr. Rexp. That is right, I am appearing in opposition. 

The CuarrMan. All right, we understand, and we may proceed on 
that premise. 

Mr. Reep. I want to make it firmly understood, however, that the 
opposition is against this bill and its contents, and not against the 
principle of self- help, or trying to develop some manner of helping 
ourselves rather than being ‘dependent upon the Government. 

The CuatrMan. Well before you go into details, may I ask this: 
Suppose this bill were enacted as proposed, what would become of 
your organization? 

Mr. Reep. Why I have not given that any thought. I suppose it 
would continue. 

The CHatrMan. Would it resolve it? 

Mr. Reep. I think not. 

The CHarrMan. Well you are not a producer? 

Mr. Resp. No. 

The CHarrMAN. You are simply a manufacturer? 

Mr. Reep. That is right. 

The CuarrMan. It is your belief that even though the bill is passed, 
it would not in any manner affect you? 

Mr. Ruep. I do not think so, because I think there is so much 
wrong with the bill we would have more work to do trying to straighten 
things out, Mr. Chairman, than we actually have right now. 

The Cuarrman. Well I presume, though, that you would have to 
pay a good deal more for the raw product than you are now paying? 

Mr. Reep. Well, the cooperative associations and the private 
people, what few we have, pay on the basis of the price-support 
program now. 

The CuHarrman. I understand that. However, the point is that 
this bill does increase the amount from what it used to be, $3.25 to 
as much as approximately $4? 

Mr. Resp. That is right. We are not against the producers 
getting more money. The question is whether or not they will. 
Now I hope 

The CuarrMan. I am just trying to have you tell me, if you can 
add to what you have stated, how it will affect your association? 

Mr. Reep. Oh, I do not think it will affect our members except to 
this extent: Naturally, if the quotas go into effect, there would be a 
reduction in volume. I think probably the real affect of the thing 
would be that after everything is said and done the producers would 
get less money, there would be less money made by the cooperatives 
to return to them, and they would be worse off than they are now. 
That would be the effect of the bill. 

The Cuairman. But you do not have any cooperatives in your 
group? 

Mr. Reep. Oh, yes, about 92 to 95 percent of our members are 
local cooperative associations. 

The CuarrMan. Well, then your agency, your association, serves in 
a larger way, may I say, the purposes of the Land O’Lakes? 

Mr. Reep. Well, Land O'Lakes is actually a very fine organization. 
It is composed of a lot of local cooperatives who belong to Land 
O’Lakes for the purpose of having Land O’Lakes merchandise, pro- 
mote, sell their butter, their nonfat and their cheese, give them a 
nationwide market and the like of that. That is an operating 
organization. 
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The Cuatrman. I see. 

Mr. Rexp. Ours is not. Ours is an organization to represent these 
cooperatives here in Washington, and the like of that. We do not, 
as a cooperative association ourselves, handle any product whatsoever. 

The CHatrRMAN. I understand. All right. 

Mr. Rexp. Now, I think we can perhaps best understand the 
economic aspects of this entire matter by referring back to the tables 
at the end of this report. 

On table 1, I have shown there the purchases of dairy products 
primarily for support purchases—the United States production of 
these particular dairy products, which are butter, cheese, and nonfat 
dry milk, is included in the table. And the percentage support 
purchases of production for the period 1933 to 1941, and 1947 to 1957. 

All those figures are in millions of pounds. 

The fourth column over shows the percent purchases of production 
with respect to butter. You will note that prewar, our heaviest per- 
centage was 7.9 in 1938. And, following the war, when the support 
program was resumed, our purchases have ranged from less than 1 
percent in 1951 to as high as 25.4 percent in 1953. 

In 1957, they were 12.2 percent. 

If we skip over three more columns, we will find the percentage 
purchases of production with respect to cheese. And the purchases 
prewar were rather minor, as a general rule, and since the war and in 
particular since 1953, the purchases have been rather large. They 
have ranged during those last 5 years from 11 percent to a high of 22 
percent, round figures, and last year 17 percent. 

Mr. Reep. Nonfat dry milk purchases show a prewar range of a 
little over 1 percent to a little over 10, and, since the war, have run 
much higher than that, ranging from a low of 6 percent in 1951, I 
believe the figure is, or 1952 

The CuHarrMan. 1952. 

Mr. Reep. Up to as high as 48.8 percent last year, in the 1957 
calendar year, 48.2. 

Senator Young. Would you mind an interruption there? 

Mr. Reep. No, Senator Young. Go ahead. 

Senator Youne. I thought the surplus was in the amount of about 
5 percent of the total production? 

Mr. Reep. That depends on whether you figure it as a percentage of 
total milk sold from farms, and all uses, Senator Young, or as a per- 
centage of the commodities which are actually purchased under the 
price-support program. 

We buy butter, cheese, and nonfat dry milk under the price support 
program to support the price of all manufacturing milk, and of those 
commodities which we purchase, we purchase those percentages of 
production. 

Senator Youne. I see. This is not a true percentage of the 
national 

Mr. Reep. Not of the total milk marketed from farms, because 
that also includes fluid milk and fluid cream, and ice cream, and the 
like of that. 

Senator Youne. I am glad you clarified that, because the table 
itself is not too clear. 

The Cuatrman. As I understand, what you are trying to show is 
that under the support program a greater percentage of these products 
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have been purchased by the Government than before the support 
program? 

Mr. Reep. Well, what I am trying to do is just get the thing in 
its setting, as to how big is this purchase program. 

Now, if you will turn to table 2, I think that will be more clear. 

Senator Proxmire. May I ask a question at this point before we 
turn to table 2? 

It seems to me that this table by itself is a pretty tremendous 
argument for doing something about this situation, something of the 
kind that the self-help programs are trying to do. In other words, 
trying to curtail production, tailor production to demand, persuade 
the producers to get together and solve this problem without relying 
on the enormously expensive kind of Government action, which, as 
you demonstrate here so clearly dominates butter, cheese, and nonfat 
dry milk? 

Mr. Reep. Well, it certainly indicates that we are in a surplus 
position, Senator Proxmire. 

As to whether this particular bill does the trick, is another thing. 

Senator Proxmire. I do not say that this is an argument for the 
bill. I say it is an argument for action of some kind. 

The CHarrMAn. Well, then, going further into this table, what is 
your purpose? What is your main purpose there? 

I thought it was to show that under the support program there was 
more milk produced, and more of it was converted to butter and 
cheese and dry milk, and necessarily more was purchased by the 
Government? 

Mr. Reep. No, that was not my particular purpose, Mr. Chairman. 

The CHarrMaAn. That is what it shows? 

Mr. Reep. It was to show the facts as to where we have stood, how 
much of these commodities have we purchased, and go on from there 
to this proposal as to how much under this proposal we will purchase, 
you see. 

Here is where we are; where do we go from there? 

I think table 2 will help to clarify that matter considerably. 

Table 2, on the next page, shows the volume of dairy products 
purchased by Commodity Credit Corporation, the volume of milk 
consumed by the military and subsidized by the Commodity Credit 
Corporation, and the volume distributed under the special school milk 
program, for the calendar year 1957. 

Now, the Commodity Credit Corporation purchased 173,489,000 
pounds of butter, which converts to 3,470 million pounds of milk. 

It purchased 241,486,000 pounds of cheese, which converts to 
2,415 million pounds of milk. 

It purchased 815,481,000 pounds of nonfat dry milk, which, of 
course, is the skim remaining, left over, from utilization of fat 
products. 

The military, under the military milk program, used 601 million 
pounds, and the special school milk program used 975 million pounds. 
The price support purchases of product, butter, cheese and nonfat, 
accounted for 5,885 million pounds of milk. If you add in the mil- 
itary, that particular phase of the support program, it brings the 
total to 6,486 million, and if we also add in special school milk, the 
program to encourage milk consumption in schools, it brings our total 
removal from the market or enhancement of consumption, taken 
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together in the 1957 calendar year, to 7,460 million pounds. That 
is the total removal of milk involved in the price support and related 
programs. 

The CuatrMan. Out of a total of how much? 

Mr. Reep. Out of a total of 113 billion pounds marketed from 
farms. 

The Cuatrman. Now percentagewise that is a little over 6 percent? 

Mr. Reep. That is about 6 percent; yes, sir. 

Now in table 3 I show estimates of the 

The CuatrmMan. These tables will be placed in the record in con- 
nection with your testimony. 

Mr. Re ED. Is it all right if I describe these somewhat, Mr. 
Chairman? 

The CHatrMan. Yes, indeed. 

Mr. Reep. I want to describe these because here we begin to 
develop our estimates. Having set the picture on where we stood 
in the 1957 calendar year, we start to develop our estimate as to 
what the situation would be the first year of operation under this 
program. 

I have three sets of estimates made. One of them I call the mini- 
mum, one the medium, and one the maximum, which I will describe 
later. 

Now our minimum estimate assumes that milk production would 
be at the same rate as of 1957, 126.4 billion pounds. We estimate 

The CHarrMan. How much? 

Mr. Reep. 126.4 billion pounds. 

The CuatrMan. | thought you said 113 billion? 

Mr. Reep. No, that is marketings. I am talking about produc- 
tion now. What I said was that in the first year of this program, 
minimum estimate would be to take production at exactly the same 
level as it was in 1957 and work from that, you see. We are saying 
we are not allowing for any increase in production during the first 
year of this program. 

The CuarRMAN. Well now, you mean of raw milk? 

Mr. Resp. That is right, sir. 

The Cuartrman. I thought you said it was 113 billion pounds? 

Mr. Reep. That was sold from farms, this is production. And the 
marketings will come out of production. 

The CHarrRMAN. Doesn’t this 113 billion represent the entire 
amount? 

Mr. Reep. That represents the entire amount sold from farms. 

The CuarrMan. All right. Then you have to deduct 7.460 

Mr. Reep. As to going into commercial channels, yes, surely. 

What I am trying to put across to you, Mr. Chairman, is that here 
we have a very minimum estimate. We assume no increase in 
production, we leave it as it is in 1957. The prices that would come 
to prevail at $3.98 per hundredweight would be considerably advanced 
over what they are at the present time. We estimate that the price 
of manufactured dairy products would go up—this is retail price— 
about 10 or 12 percent. We feel that butter prices would rise at retail 
9 to 10 cents per pound. 

Senator Youna. Under which program? 

Mr. Reep. Under the first year of the program with prices at 
90 percent of parity as calculated. There would evolve from that a 
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retail price level for manufactured dairy products, showing an increase 
between 10 and 12 percent over what it was in 1957, Senator Young. 
And in fluid milk we figure the prices would go up about 8.3 percent. 

Now those increases in prices will be associated with some decline in 
consumption. Using the usual, or some, I think, rather commonly 
accepted figures on consumer responses to changes in price, we figure 
that fluid milk consumption would go down 3 percent, and the con- 
sumption of manufactured dairy products would go down 7 percent. 
That is commercial consumption, which would have to be picked up in 
the purchase program. 

The fourth column over in table 3 shows what those additional 
purchases would be. The additional purchases due to increased 
prices would be 5,885 million pounds at our very minimum estimate, 
which allows no increase in production from 1957. If we assume a 
relatively small increase in production in response to the higher support 
level, we would come out with additional purchases of 8.4 billion 
pounds. Then this large increase in the retail price of butter prob- 
ably would encourage consumers to shift even more seastaslty to 
oleomargarine, and if you assume that we lose a pound of butterfat 
because of that shift to oleomargarine and vegetable oil frozen des- 
serts, per person in the United States, we would come out with a 
maximum additional purchase of 11,785 million. 

The total of all products as in the next column, which includes 
military fluid milk at the 1957 rate of 600 million pounds, and the 
special school milk at 975 million pounds, and our minimum, medium, 
and maximum estimates range from 13.3 

Senator HumpHrey. Where do you see all those figures? 

Mr. Rerp. Table 3, Senator Humphrey. 

Senator Humpnurey. I do not see any 975 million. 

Mr. Reep. That is in the footnote. 

Senator HumpHrey. Excuse me. 

Mr. Reep. I am reading over in the fifth column “Total of 
products.” 

Now the minimum estimate with no increase in production would 
be 13.3 billion; medium estimate, with 2% billion-pound increase in 
production, 15.8 billion; and with —— loss to the oleomargarine 
industry and vegetable oil frozen desserts, it could run as high as 
19.2 billion. 

If we skip over to the last column, we show the total less military 
and school milk, which would run 11.8 at the minimum, and 14.2 and 
17.7. 

That is our range, and our estimates, of the total offtake of the 
market that would be involved at the price level specified. 

Senator Proxmrre. Mr. Chairman, could I ask at this point—it 
seems to me that this completely contradicts everything I have seen 
and heard, every kind of experience that I have seen demonstrated, on 
the elasticity of demand for dairy products. 

You may be right, possibly, about butter; because there is an 
available substitute. But I just wonder about fluid milk and cheese 
and these other products. 

It seems to me that all our experience is that as price goes down, the 
sale does not increase very much, and as price goes up, the sale does 
not decrease very much. 

On what do you base this drastic consequence? 
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Mr. Reep. We used an inelastic figure, Senator Proximire, of point 
four on fluid milk, and we used an inelastic figure of point seven on 
butter. 

Senator Proxmire. Well, point four, that is perhaps relatively in- 
elastic, but it is 

Mr. Resp. It is quite inelastic. It is inelastic whenever it is less 
than unity—— 

Senator Proxmire. I know, but from what I have heard and seen, 
it is a great deal more inelastic than that. 

Mr. Reep. Well, I do not think you will find the literature bearing 
that out; and I know in past years I myself have done some work on it, 
and the figures come out, and the elasticity, very close to where I 
have stated them. 

Senator Proxmire. At point four? 

Mr. Reep. That is right. 

Senator Proxmire. All right. 

The CHatrRMAN. Well, Mr. Reed, what you are saying is that if this 
program should go through, the minimum amount of milk excluding 


the special school program which is now 6,486,000, would climb to 
11,770,000? 


Mr. Reep. That is right. 

The Caarrman. And your median calculation is from 6,486,000 to 
14,251,000? 

Mr. Resp. That is correct. 

The CuarrMan. So that it would be necessary for the Board, 
whoever manages this program, to find ways and means of financing 
the surplus? 

Mr. Reep. Certainly; yes, sir. 

The CuarrMan. Because, as I understood the testimony yesterday, 
the Government would be entirely out of it, and that your milk pro- 
gram, school-milk program, as well as your military program, instead 
of making a gift through those two methods of distributing the milk, 
to the military and to the schools, the Army would have to use cash, 
and so would the school-milk program. 

In other words, they would get on the market just the same as 
was the case 7 or 8 years ago, before we got a surplus of milk, butter, 
cheese, and other milk products? 

Mr. Reep. Well, you see, Senator, one of the reasons for adjusting 
those figures by the utilization of military milk and school milk was 
to show that if the Board did not pay for that—what volume would 
still be involved, you see. 

Senator Proxmire. Of course, the answer is, Mr. Chairman, isn’t 
it, that the self-help program, which has been proposed here, provides 
for curtailment of production; so, production would not be the same. 
There would be 

The CuatrMan. But, Senator Proxmire, the point that he is mak- 
ing, and I am trying to delve into, is that if you raise the price of 
milk from $3.25, or what is it—$3.08 now, to $3.98 

Mr. Reep. That is right. 

The CuarrMan. Which is envisioned in this bill, it will mean more 
production. You cannot stop it. Everyone will want to go into the 
dairy business, 

Senator Humpurey. They did not produce under 90 percent of 
parity in 1952, and in 1956 
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The CHarrMAN. Well, the Senator knows that it takes time. 
Senator Humrpnrey. In fact, they produced more in 1956. 

The Cuarrman. I think it takes 3 years for production to really 
rise. You cannot do it overnight. But the fact remains that you 
have had an increase in production over the years, and you have those 
figures. It is now 113 billion pounds marketed, is it not? 

Mr. Reep. One hundred thirteen billion pounds. 

The CHarRMAN. What was it 3 years ago? 

Senator Humpnurey. I think the point can be made that you may 
cut down on commercial sales of some dairy products by this rise in 
price, which I think Mr. Reed is essentially emphasizing. 

The CHarrMan. Yes. 

Senator Humpnrey. But, insofar as an expansion of production, 
that is, the overall production at the dairy-farm level, I doubt that 
there is going to be too much increase in dairy production. 

The CuarrMan. Well, even though it remains as is, as I understood 
Mr. Reed, he made no allowance for that. He is just taking the figures 
as of 1957. 

Senator Humpurey. Yes. 

The CuarrMan. And that would increase the total that would have 
to be taken from the market, well, double what it is now. 

Senator Humpnrey. I just want to ask Mr. Reed about this 

oint 
‘ Your point is that, by this sudden rise to a new price level of around 
$3.90 per hundredweight 

Mr. ReeEp. $3.98. 

Senator Humpurey. That you would do the following: (1) That you 
would have some curtailment of the consumption of fluid milk? 

Mr. Rzeep. That is right. Three percent is what we estimate. 

Senator Humpnrey. And (2) that you would have a rather sharp 
curtailment in the sale of manufactured dairy products? 

Mr. Rexp. Seven percent. 

Senator HumpHrey. Such as in ice cream and butter—— 

Mr. Reep. That is right. 

Senator Humpnrey. And other products? And cheese processed 
from fluid milk? Is that right? 

Mr. Reep. That is right. 

Senator Humpurey. You get the sharpest cut in the processed 
products, but, also, about 4 percent is what you say, in fluid? 

Mr. Resp. I think I said 3 percent. Slightly over 3 percent on 
fluid. I, personally, think, Senator Humphrey, and some other 
people I talked to in the industry think, that the minimum reduction 
which we have estimated here in consumption of butter, for example, 
7 percent overall, is very low when you visualize the 10- to 12-cent 
increase in the retail prices of butter, with probably no increase, or 
little increase, in the price of oleo. 

Senator Humpurey. Now let me just ask a question on this, be- 
cause this is not in the spirit of argumentation. I think what we are 
really after are the facts, when the price dropped on butter, and it has 
gone down some 

Mr. Reep. That is right. 

Senator Humporey. What has been the effect of that price drop 
upon retail consumption? 

Mr. Reep. I think it is too early to tell. 
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Senator Humpnrey. I mean, since the 90 percent days, as it has 
gone down since 1953, 1954, 1955, and 1956, the price support level 
has been dropping each year. 

Mr. Reep. They have stayed about the same 

Senator Humpurey. Has the consumption of butter gone up? 

Mr. Reep. I do not think so. 

Senator Humpurey. It has not gone up particularly? 

Mr. Reep. I do not think so, But you see, you may be bucking a 
trend there, Senator, rather than strictly a response to changes in 
price, with other factors staying where they would be otherwise. If 
you have a downward trend in your consumption for reasons not par- 
ticularly associated with price, they get all tied up, and you cannot 
tell as to what it is. When we are able to isolate these, as near as we 
can tell, a 10- -percent increase or decrease in the price of butter will be 
associated with a 7 percent opposite change in consumption—isolating 
the factors, all except price. 

Senator Proxmire. Senator, will you yield there just for a minute? 

Isn’t it true, sir, that since 1952 per capita retail sales of dairy 
products have dropped while the price of milk the farmer receives has 
dropped substantially, too? 

Mr. Reep. I think that they have held about constant. 

Senator Proxmire. Well it has dropped somewhat. The figures I 
have seen from the Department of Agriculture indicate they have 
dropped somewhat. 

Mr. Rexp. Perhaps so when you adjust them for relief distribution 
and so forth. 

Senator Proxmrre. I am talking about per capita sales. 

Mr. Reep. I think perhaps they have stayed just about the same, 
or dropped a trifle. 

Senator Proxmire. Which indicates almost a complete inelasticity? 

Mr. Reep. No; I do not think it indicates any such thing, sir. 

Senator Proxmrire. Why not? 

Mr. Rexp. You have been bucking a trend 

Senator Humpurey. What kind of a trend? 

Mr. Reep. We have been having a serious downward trend—ever 
since the end of the war—in butter we have been trying to reverse a 
trend toward lower consumption of butter ever since that time. 

Senator Proxmire. Butter, I will admit, is a special problem. 
However, I am talking about all retail- 

Mr. Reep. Fluid milk consumption per capita is not near as high 
as it was either during the war or slightly thereafter. 

Senator Younc. You are talking about a new program based on 
90-percent support, and the proponents have agreed to start it at 80 
percent. So that is only 2% percent lower than the support price 
prior to April 1. 

Mr. Reep. Senator Young, I am glad you brought that up. That 
proposal was made during the hearings in the House, and I have worked 
out some analyses as to “what it would do in terms of returns to pro- 
ducers, and it does not cure the defects at all. The defect is still 
here. The program does not pay for itself, and it does not increase 
returns to producers at 80 percent. Reducing the price to 80 percent 
does not change it. It reduces the—— 

Senator Youne. It would change all your tables here, all your 
calculations here, certainly. 

26788—58—pt. 2——9 
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Mr. Reep. Surely. But I say, I do have an analysis which shows 
that even the reduction to 80 percent, Senator Young, does not cure 
those defects. 

And by the way, if I may, with your permission, I will put a supple- 
mentary statement in which I have, but I do not have with me. 

The CHAtRMAN. You mean based on 80 percent instead of 90? 

Mr. Reep. Yes. 

Senator Younc. What kind of program are you proposing, then, 
that you continue with the present one for lower price supports? 

Mr. Reep. Right at the moment the best one we can see is the 
one we have right at the moment. 

Senator Youna. At 75 or lower? 

Mr. Reep. No; we do not think the Secretary should have reduced 
the price this year. But he did. We were before this committee, 
and others, hoping to, as the Congress itself agreed to, hold the line 
where we were, but it was not successful. 

Senator Proxmire. Now at that precise point, it seems to me that 
Mr. Reed could speak to the proposal of the self-help people, that 
they are trying to persuade the farmer to curtail production, and this 
would take effect as he gets to 106 percent of the dairy products that 
are needed. 

Now do you think the proposals they have made are inadequate, 
would not work? 

Mr. Reep. That is right, and I shall get into that quota system 
later on, Senator Proxmire. 

Senator Proxmire. Fine. 

The CuHarrMAN. Well, to go back to this question I asked you awhile 
ago, your figures indicate that the same volume of production that 
prevailed in the year 1957 is to remain, notwithstanding the fact 
that there may be an increase because of this higher price? 

Mr. Reep. We were making a conservative figure—— 

The CHarrMAN. I understand. And do your figures take into 
consideration the increased consumption due to increased population? 

Mr. Reep. Yes, sir. 

The CuarrmMan. And not withstanding all those figures, the total 
that would have to be taken over by the organization, less military 
and school lunch, would be almost double what it is now? 

Mr. Reep. That is right. 

The CuatrMan. And that being true, even at 90 percent of parity, 
the penalties to be paid, or the dues to be paid, would substantially 
reduce—— 

Mr. Reep. That is the point, sir. 

The CuarrRMAN. Substantially reduce the income to the farmer? 

Mr. Reep. If we may go to table 4, I have estimated there, as well 
as I could, the costs of the removal from the market of the total vol- 
ume that would be involved under our minimum estimate, our medium 
estimate, and our maximum estimate. 

The prices in the third column over were derived in this manner. 
I took the producers’ support price of $3.98 per hundredweight. 
Now that is what the producer is supposed to get for manufacturing 
milk f. o. b. the plant under this support program. To that must be 
added the manufacturing margin. We do not buy milk, and we do 
not buy cream, and butterfat and cream, in these programs, we buy 
product, and naturally there has to be a manufacturing margin in 
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there to pay for the manufacturing. It is that way under the current 
program, and it would be that way under this one. I calculate that 
manufacturing margin to be, ledadine it in the same manner as the 
Commodity Credit Corporation does, 84 cents per hundredweight. 
So we must add to the $3.98, 84 cents per hundredweight. That gets 
the commodity into your hands at the plant, or the point where the 
vendor disposed of it to you. 

Then in addition the Commodity Credit Corporation, or the Board, 
must carry the commodity, it must store it, it must pay freight, and 
in many of your disposition programs you must repackage it and the 
like of that. And there are considerable additional costs involved 
in that connection. I estimated those costs by taking the fiscal 
records of the Commodity Credit Corporation for the fiscal year ending 
June 30, 1957, which records show that in the fiscal year 1957 they 
disposed of —the CCC disposed of $360 million worth of commodity, 
of which $31 million was added value during the year because of the 
cost of carrying it, repackaging, freight, some ocean freight, and dis- 
position. That was 8.7 percent of the total. So I figured that our 
total carrying cost would be that percent, or 42 cents per hundred- 
weight. That gives you a total of $5.24 per hundredweight. 

Now that does not tell all the story. And, Mr. Chairman, maybe 
now I can clear up some of the questions concerning the first table. 

If you are figuring milk equivalent costs per hundredweight, we 
find that in the purchase program relatively much more of nonfat dr 
milk produced is purchased than there is of butter and cheese, which 
was shown in table 2. 

In other words, we will buy a lot of additional nonfat dry milk that 
cannot be accounted for in the skim milk that goes along with the 
butter purchase—if I make myself clear. And that runs into very 
considerable money. 

It is all part of the price support program. That is why we have 
to be careful with these figures. 

If you add in the allowance for the additional nonfat that would 
have to be purchased and spread it over the milk equivalent to be 
purchased, you come out with $6.08 at the minimum, $5.94 at the 
median, and $5.80 at the maximum. 

The reductions are due to the fact that less and less and less extra 
nonfat is added in as you pick up more and more milk equivalent with 
larger volumes of purchases. 

Senator Youne. Mr. Chairman, could we stop here a minute? 

I noticed there are teachers with some children out there, and I 
wonder if they could not bring them all in? 

The CHarrmMan. Yes; let them occupy the seats here and in the back. 

We are glad to have, maybe, some future Senators here. 

Senator Humpnrey. That is safe enough. It may be several years 
before they can run. [Laughter.] 

The CuarrmMan. Well, now, may I ask you this question: 

If the volume of production is to remain, go back the same as 1957, 
the Board that would manage this new setup would have to raise 
$820,600,000? 

Mr. Reep. That is right. 

The Cuarrman. That would have to come by way of fees or special 
assessments? 
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Mr. Reep. If the program is going to be self-help and pay for 
itself; ves, sir, that is the estimate. , 

The Cuarrman. Well, as I understand, they envision from 10 to 
15 percent to as much as 25 percent per hundred tax extra on milk 
produced over and above the quota, as much as $2.50 a hundred. 

Mr. Reep. Well, I have some estimates on that in the following 
table, Mr. Chairman. 

First, just to summarize these tables: 

Table 4, the total cost of the price support, excluding our special 
school milk, is shown in the fourth column over, on table 4. Those 
range from the minimum to the maximum, including Army and 
special school milk shown in the last column. 

Now, if we check this, and see in table 5, we can—— 

The Cuarrman. Well, now, before we get to that, I would like to 
find this out: 

Assuming that your estimates are correct for the minimum figure 
of $820,600,000, how much less or more paritywise would the farmers 
get under the present program in contrast to this program? 

Have you figured that out? 

Mr. Reep. [ do not have that figured out down to the actual 
farmer very closely. I think that will become quite a bit more clear 
if we go through these tables. 

The CHarrman. All right. I do not want to anticipate you. You 
may proceed. 

Mr. Reep. Well, we are still testing just how much this program 
would cost and whether or not we pay for it. 

In table 5, losses on first year of operation of dairy stabilization 
programs, calculated on basis of no Government funds, that is, 
entirely self-supporting—and on using Government funds for fluid 
milk subsidization and for returns from Public Law 480 funds and 
returns from section 32 funds at the fiscal year 1957 rate. 

You see, the Commodity Credit Corporation capital funds, Mr. 
Chairman, and gentlemen, as I am sure you understand better than I, 
are reimbursed by other appropriations in many instances, and yet it is 
Government money; it is Federal money; and those are funds of 
Public Law 480, and section 32 also reimburses the Commodity Credit 
Corporation. 

The CHarrMan. | agree with your statement that they are public 
funds, but they should not be charged to the farmer. That is where 
we might differ. So, let’s not argue that point. 

Mr. Reep. I am not even going to argue the point with you, sir, 
because I have set the tables up to select whichever one is most 
compatible. 

Now, the dollar volume of purchases are merely transferred from 
the preceding page in the fourth column over. 

The total costs less the dollar sales—those dollar sales were assumed 
to be the same as the 1957 rate and are proceeds of sales for cash in 
both export and domestic disposition. Cash from non-Government 
sources was $15,200,000 out of a total of $360 million disposed of. 

Public Law 480 reimbursements and section 32 reimbursements, 
and also the reimbursements from, assuming that the special school 
milk and military fluid milk would be reimbursed, we come out then 
with those total costs. 

Your tax yield is based on marketings of, as it is shown in footnote 
6, 113,190 million pounds at the 1957 rate of marketings—not produc- 
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tion, marketings. The taxes are on marketings—and the last two 
tax yields are estimated on the basis of a 2.5-billion-pound increase in 
marketings. 


I might say that that is a very reasonable guesstimate as to the 
changes in marketings. 

I have here some figures taken from public data of the Department 
of Agriculture which shows that since 1949, the percent change from 
the preceding year of marketings of all milk and butterfat from farms 
has shown in the one instance a reduction of 1.6 percent in 1951 to 
as high as an increase of 6.6 percent over the preceding year in 1953. 

So, our two-and-a-half-point guess that we put in there, just to give 
a median estimate, is certainly not out of line with statistical exper- 
lence. 

The net loss, no Government funds used whatsoever, is in the next 
to the last column, and if we use all the Government funds as in- 
dicated—— 

The CHatrMAN. Give that amount now, the net loss. 

Mr. Resp. Well, the net loss would be, under the minimum esti- 
mate, $303 million, rounding the figures. The median estimate, $428 
million, again rounding the figures. And the maximum estimate of 
$606 million. 

Now, we can translate that into terms of tax rates necessary if this 
program is to pay for itself by going to table 6. 

The CHarrMan. Well now, looking at table 5 once more, the tax 
yield on the production of that milk 25 cents per hundred would be 
$283? 

Mr. Reep. Yes, sir. 

The CuarrMan. For your minimum? 

Mr. Reep. That is right. And $289—this is the first year when 
the tax is specified, sir. And $289 on the larger volume. 

The CuarrMan. That would be used up, plus? 

Mr. Reep. Plus all this other. That is your shortfall. 

The CHarrMAN. In your last column? 

Mr. Reep. Yes, sir, that is your shortfall. And that last column 
shortfall involves using Government funds in the amount of $235 
million. 


The CHarrMan. For purchasing? 

Mr. Reep. That is right, the Board would be reimbursed $235 
million, and if it were, that is still your shortfall. 

The CHarrMan. And without Government purchases? 

Mr. Reep. The shortfall is the preceding figure, $537 million to 
$841 million. 

Now the tax rates necessary to pay for this program, under different 
assumptions as to how much Government money rather than producer 
money would be used, are set forth in table 6. 

The third column shows the total costs and tax rates necessary to 
meet that cost if there were no Government financing. I might say 
that in all these cost figures I have allowed for no administrative costs 
whatsoever in this program. 

The Cuairnman. Well the view of the proponents of this measure is 
that it will take the Government out of it entirely. 

Mr. Reep. It won’t do any such thing. I am sorry. 

The CuarrMan. I say that is the argument advanced. 

Mr. Resp. I wish I could agree with them. 











344 LONG-RANGE FARM PROGRAM 





The CuarrmMan. That is what I would like to see. 
Mr. Reep. I wish I could agree with them, but I cannot. The 
figures do not show it. The tax rate at our minimum estimate, if we 
pay all costs, would be 72 cents per hundredweight, at the medium 
estimate 82 cents, and at the maximum 98 cents. Now if the Federal 
Government paid for the special school milk and military milk at 
the same rate as the 1957 offtake for those two utilizations the tax 
rate would be 63 cents, 73 cents, and 89 cents. If we used the same 
total amount of money in the first year of this program from Gov- 
ernment sources that we used during fiscal year 1957, as the CCC 
has reported it, to reduce the losses of the Board, the tax rates would 
still remain 52 cents, 62 cents, and 77 cents. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

Senator Proxmire. May I ask at this point—pardon me, go ahead. 

The CHarrMan. I just wanted to ask one question. 

Assuming the tax rate to be the highest that you have indicated, in 
the second column on table 6, the farmers are receiving for the milk 
$3.06, and assuming under the bill they get $3.98 and you deduct 
the 72 cents 

Mr. Reep. He would get $3.26 on that. 

The CHarrMan. That is right. 

Mr. Reep. He would get just about what it was before the price 
was reduced this year. 

The Cuarrman. So he would get about what he got before Mr. 
Benson refused to go along with the prices of last year? 

Mr. Reep. That is right. 

Then on the medium estimate involving the 82-cent tax he would 
get $3.16, and on the maximum estimate involving 98 cents tax he 
would get $3. Now somewhere in those minimum and maximum 
estimates is where the thing would come out. I hope that maximum 
estimate is not itself too conservative. 

The CuarrMan. And that is based on 90 percent of parity? 

Mr. Reep. That is right. 

The CuarrmMan. And if you use the 80 percent suggested by the 
Grange yesterday. 

‘ ib Reep. It does not change it at all. It does not cure that 
elect. 

The CuarrmMan. What I mean is, it would get much less? 

Mr. Reep. That is right. 

Senator PROXMIRE. May I just say at this point, what completely 
baffles me is how you can assume ‘that no action of this self-help 
group is going to have any affect on price. It would seem to me that 
the fact from 106 percent up they have a very drastic penalty for 
further production, that this would curtail production, this would 
have the effect of giving them more than they have under the present 
program. 

Didn’t you say your position was that it was a mistake, when 
Secretary Benson reduced the price support from $3.25 down to $3.06, 
a little better than 80 percent? 

Mr. Reep. I said I thought that that was a mistake, as I recall, 
on 

Senator Proxmrre. Your position is they should have stayed there 
where they were? 

Mr. Reep. The Department should not have done it. 
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But I want to make it very clear here, Senator Proxmire, that this 
bill is drafted in two parts. In the first year there is no quota program 
involved as the billis written. Itis a straight 90-percent price support 
and a purchase program. Then the bill provides that if in any 
event in later years the Board wants to establish a tax higher than 
25 cents per hundredweight, it must establish quotas. So your first 
year of the program under this bill involves no retardation in pro- 
duction by quota system because the bill does not provide it. 

The CHarrMAN. I wish to state at this point that we have the 

rivilege of having with us this morning Congressman Charles H. 
beowe from Missouri, who is author of one of the bills we are con- 
sidering, H. R. 12291. 

And before you get off the stand, Mr. Reed, are you acquainted 
with this bill? 

_ Mr. Reep. I have not had a chance to give that bill much study, 
sir. 

The CHarrMan. I was going to ask you—as I did yesterday—your 
evaluation of it. 

Mr. Reep. Now, Mr. Chairman, having set forth our estimates as 
to the economic effect of this program the first year, may I take a 
little time to get into the powers of the Board, and such matters 
involved in the bill? 

The Cuarrman. All right, you may proceed. 

Mr. Reep. The Dairy Stabilization Board has many powers. It 
is an independent agency, it is not subject to supervision of Congress, 
the President, or the Secretary of Agriculture. 

And I want to emphasize that the operational powers of the Board 
are not subject to review by the Congress or any legislated or appointed 
official. 

The bill states in section 11 that: 

The findings and determination of the Board made under the authority of this 
Act shall be final and conclusive. 

The Board is authorized to buy, sell, give away, hold, store, ware- 
house, manufacture, process, service, package, advertise, and transport 
milk and dairy products. In other words, it gives it complete authority 
at any phase of dairy production and marketing. 

The CuarrMan. Well, is there anything in the bill that would in 
any manner obligate the Government to either purchase or make 
contributions toward the disposition of milk and dairy products? 

Mr. Reep. I do not believe that is a specific requirement in respect 
to disposal of surplus 

The CHarrMan. Well, I asked the question on 2 or 3 occasions 
yesterday, and I wanted to be certain that the Government would, 
under no circumstances, be called upon to make contributions— 
except, of course, I assume that if we continue the school-lunch pro- 
gram, that the Congress would provide cash with which to buy 
products, the same as anyone else, and of course with the military the 
same way. 

Mr. Reep. I would think so. 

Well, Mr. Chairman, I could answer that question by reading the 
section of the bill pertaining to it. This is not very specific, but here 
is what the bill says, section 39: 





The Federal Government and the various agencies and instrumentalities 
thereof, in connection with programs sponsored by the Government or supported 
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in whole or in part by Government funds which call for the distribution of food, 
shall give due consideration to obtaining milk and dairy products from the Board. 

The CuarrMAN. You mean out of the surplus? 

Mr. Resp. Yes, but it says they shall give due consideration. 

The CHarrMan. It does not say they have to. 

Mr. Reep. It does not say they have, or at what prices. 

The CuHarrMan. But the point is—and I raised this yesterday— 
that any milk, butter, or dairy products that are sold outside of the 
regular channels is bound to have a depressing effect on the market? 

Mr. Reep. I think that would be true. 

The CuarrmMan. Would not that be true? 

Mr. Reep. Yes, I think that would be true. 

The Cuarrman. Now as long as the Government agencies can buy 
the product in the same manner as I but it, if I am a wholesaler or a 
retailer, then that, I am informed, is the extent to which the Govern- 
ment would be involved—that is, just as a customer rather than a 
contributor to the support. 

Mr. Reep. Well, that is what the bill says in several places, sir. 
There are statements in here—— 

The CuarrMan. I understand. 

Well now, let me ask you another question. Do you find anything 
in the bill that would give to the Board legislative powers? 

Mr. Reep. Well, I am not a lawyer, Senator Ellender, but this bill 
gives the Board power to levy taxes. There is not any question about 
it. Congress fixes the first year tax at 25 cents per hundredweight, 
and after that year the Board may fix whatever tax it sees fit. 

The Cuarrman. Over and above that prescribed in the act for the 
first year? 

Mr. Reep. Yes, over and above that prescribed in the act for the 
first year. 

The CuarrMan. In addition, as I understand, they have a right to 
make assessments for milk produced over and above a fixed quota? 

Mr. Reep. That is right. The way the bill is written, and as I 
understand the way it is intended to operate, on quota milk there 
would be a certain tax established on milk sold within a quota, and 
on milk sold above the quota the tax could be anything they wanted 
to make it, clear up to, if they wanted to, the support value of the 
commodity. And I think it is pretty definite, with all the short falls, 
that the total tax on excess milk would be—that it would be taxed 
out of existence. That is the taxing power which is given to the 
Board under this bill. Personally, I do not think it is possible for 
Congress to delegate that authority. 

The CoarrmMan. Well now, aside from that, do you detect any other 
legislative authority given to the Board? 

Mr. Reep. Well, basically, when we get down to the brass tacks on 
it, this board has so much authority it can do anything in respect to 
the marketing of milk and dairy products. It can build plants. 

The CHarrRMAN. Well suppose a group of farmers, let’s say in Wis- 
consin, should refuse to abide by the rules and regulations of the Board, 
what would happen to them? 

Mr. Reep. It would be too bad, they would just have to pay taxes 
on that milk. If they did not go along and cut back their production, 
they would still be given a quota. 

The CoarrMan. Well, does the Board have any authority to provide 
for a penal provision? 
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Mr. Resp. I believe so, but that is one feature of the bill, sir, I 
have not looked into. very carefully because 

The CuHatrMan. Well if you recall, when a measure similar to this 
one, that is, so-called self-help program was before the committee 
several years ago I raised the very questions that I am now raising 
with you, and many others. 

Mr. Reep. Yes, sir. Although in that bill, Mr. Chairman, the tax 
rate was specifically stated by the Congress. 

The CuarrMan. Yes. 

Mr. Reep. Yes; I remember that very well, sir. I really am not 
enough of a lawyer to say what 

The CuarrMan. We are not going to question the legality of it, all 
I want to bring out is whether or not the Congress either delegates, or 
whether or not the Board has, authority to legislate. 

Mr. Regen. It does. 

The CHarrMANn. It does as to tax, and as to fixing quotas. 

Mr. Reep. That is right. 

The CuarrMaAn. It makes assessments on those who violate the 
quotas. 

Mr. Reep. That is correct. 

The Cuarrman. It may force them to pay if they should fail to stay 
within their quotas? 

Mr. Resp. In addition to that, the bill provides no pricing standards 
which the Board must follow, such as we have in other agriculture 
legislation. They may fix their stabilization prices on the basis of 12 
general factors that I counted up in that particular section of the bill, 
but those are such factors as the cost of feed, the fair share of the con- 
sumer’s dollar, and parity, and all these other factors which are stated 
as words but not numbers. There is no statistical guideline in the bill. 
The same thing is true with respect to quotas. 

The CuarrMAN. Well now, the fact that Congress states within a 
certain sphere what formula to use, or yardstick they will use, do you 
think that would be contrary to what is now being done by the 
Department of Agriculture? 

Mr. Reep. Well, I think this is much broader than that. 

This would in effect—if you were to give the same authority to the 
Secretary of Agriculture, you would say to him, in determining your 
support levels you may consider the declared policy of the act, the 
nutritional value of milk and dairy products, estimated supply of 
milk and dairy products, estimated demand for milk and dairy 
products, price-support level for feed crops, estimated cost of produc- 
ing, processing, and marketing milk and dairy products, the rela- 
tionship which the price of milk and dairy products bear to prices for 
other foods and to hourly returns for labor, and hourly returns for 
the labor of dairy farmers and their families, estimated returns to 
farmers from alternative crops and commodities, the general economic 
condition of dairy farmers, and the effect of such condition upon the 
economy of rural communities and of the Nation as a whole, the need 
for maintaining a reasonable relationship between the prices that 
farmers receive and the cost of the things that farmers buy, and other 
economic conditions which affect the market for milk and dairy 
products. 

In other words, you would be giving a blank check. 
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The CuarrMAN. Well now, to what extent could the Board fix the 
price of milk so as to give in return to the milk producers a parity of 
income? 

Mr. Reep. I do not know. They can fix any stabilization price 
level they want to. 

The CHarrMaN. So that if the Board sees fit, they could make the 
return so that it would be on par with what other producers of products 
or workers obtain? 

Mr. Reep. That is right—there are no statistical guidelines. 

The CHatrMan. Is that your view? 

Mr. Reep. Yes, sir. 

The CuHatrman. All right. 

Mr. Rexep. And I think a reading of the act will certainly confirm 
that view. 

I think time is getting a little short. Perhaps there are some other 
witnesses here. 

I do want to say this in respect to marketing allotment programs: 
This bill gives the Board authority to establish allotments—again 
with no statistical guideline or anything of that nature. 

As the bill is drafted, it permits the Board to develop rules and 
regulations pertaining to the transfer of quotas and the establishment 
of quotas on individual farms. 

It has a provision that they may adjust quotas because of hard- 
ship, which is specifically stated in the section dealing with that 
matter. 

Hardship is not defined. 

There is a provision which states that they may adjust quotas 
because of deficit production areas, and deficit production areas are 
not defined. 

There is just no way to tell what milk would be included and what 
would not be. 

I venture to say a number of fluid-milk markets which do not have 
large surpluses, would be very, very loath to cut back their production 
and give up part of their class I milk sales to outside milk. 

I am also quite sure that with respect to small producers, of which 
there are several hundred thousand, we would have an enormously 
difficult time in establishing quotas and I would say that the whole 
quota matter pertains not only to this bill but the problems of quotas 
in such a varigated industry as milk production in this country hap- 
pens to be with many different marketing areas and the like with 
different circumstances, production relative to supply, and so forth. 

I think the key to this situation, though is this: If you go to section 
62 of the bill, the Board is permitted to establish different tax rates 
on the milk sold within the quota and in excess of the quota. 

The CuarrMan. I was going to bring this question up in that con- 
nection. As was testified yesterday, the Board would have no juris- 
diction nor could it interfere in the present method of establishing 
marketing agreements in various areas or milk sheds. 

Mr. Reep. Well, I would say it certainly could interfere. But Dr. 
Brown, who is going to testify here, operates or is a representative of 
a cooperative association under a fluid-milk order and he can answer 
that question much more precisely for you, Mr. Chairman, than I can. 
The CuarrMan. All right. We will skip it. 

Mr. Reep. Certainly it could have effect if they wanted it to. 
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The CHarrmMan. Let me ask you this: Could the Board have a 
different price for milk in one area as compared to another area? 

Mr. Reep. Yes, it could. That is—it could establish prices differ- 
ing because of grade and location and the like of that. I think this 
is rather clear. 

The Cuarrman. Also the accessibility of the grain, feed, and pas- 
ture, and things like that would be considered? 

Mr. Reep. As I understand the bill, it could do that, yes. 

The Cuatrman. Of course, if they were able to do that they would 
have to do that through legislation? 

Mr. Reep. Well, through writing the rules. 

a Cuarrman. What I mean, legislation passed upon by them- 
selves. 

Mr. Reep. Surely so. 

The CuarrMan. I just want to get your idea on that. 

Mr. Reep. Yes. 

The Cuarrman. Anything else, Mr. Reed? 

Mr. Reep. I have one more point which I think is the key point, 
Mr. Chairman. Under section 62, the Board is permitted to establish 
different rates of taxation on milk sold within the quota and milk sold 
in excess of the quota. 

It follows then, that the higher tax on excess quota milk is to stop 
its production. Else there is no reason to put the provision in. 

The CHatrMan. Wait now, as I understood yesterday, the excess 
quota milk would be some form of assessment rather than a tax? 

Mr. Resp. They call this an assessment all the way through 
here. In the bill it is called a marketing assessment. 

The CHarRMAN. You mean even the 25 cents? 

Mr. Rexp. Yes, even 25 cents is called a marketing assessment; it 
is still a tax. 

The CHarrmMan. Yes, I understand that, but it is a different form? 

Mr. Resp. Now then suppose the rate of assessment on excess 
milk is made at the level to reduce the production. 

What do you have left? 

As you bring your excess over quota deliveries down to the size 
of the commercial market, you don’t have any surplus removal 
program left. 

If you control it by taxing it out of existence, you have not done it 
by self-help. You have done it by using the taxing power. If 
Congress wants to write a bill and say quotas shall be such and such 
and all milk over and above that quota is going to be taxed so it won’t 
be marketed, that is one thing, but let’s not call it self-help under this 
kind of a program because it is not. 

In the second year, this is nothing in the world but a bill that is 
designed to tax the excess milk out of production and that is as far as I 
can carry it. 

The CHarrmMan. Thank you, Mr. Reed. 

Mr. Reep. Thank you, Mr. Chairman. 

Senator Proxmrre. I know you are in a hurry, Mr. Chairman, but I 
would like to ask Mr. Reed a question on this. 

On table 3 you show that the maximum estimate in column 3 
would mean additional purchases due to increased price of around 
$11,785 million, which would be about 9 percent of total production. 
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Now, suppose the Board did not impose a money tax but impounded 
9 or 10 percent of each producer’s milk for the surplus holding pool. 

As I compute this with 90 hundredweight marketed at $3.98, and 
the rest withheld, the farmer would get about $3.58. 

Now the reason I ask—it may be unfair to ask you something 
that is not in the bill. I wonder what your reaction as an expert 
on this would be to another approach which would mean withholding 
milk rather than imposing a tax of this kind. 

Mr. Reep. Well, whether you withhold it and do not give him any 
money for it or set a price on it and take it all away with the tax it 
seems to me you wind up the same way. 

Senator Proxmire. Except mathematically you don’t and the reason 
for it I think is because of the inelasticity of demand for dairy products; 
the reason for it is if you reduce production a little bit the price 
increases and the gross increases enough so that the dairy farmer is 
more than compensated. 

Mr. Reep. No, I don’t think so, because if you take those short 
falls that I figured and if you estimate your quota and you tax that 
at the complete value, where there is no money left over for quota 
milk, you take it off, your tax yield. 

Senator Proxmire. I am not talking about money but simply 
removing some of the production from the market. 

Mr. Reep. Yes. But where I stumble on that is it is taken away, 
whether it is—somebody has got it, he has not got it to sell, even 
this he produced, he would be in the same boat as if he had produced 
it and it was taxed, the value was taxed away it would seem to me, 
but the point I want to make is this: If you have your quota and say 
you put a tax on the quota and the quota—you overrun the quota 
by 6 percent of marketing or something like that, your tax yield on 
overquota milk at the full price-support level would not be enough 
to take up these short falls so you would have to tax regular milk 
even the second year. 

Senator Proxmire. Yes, you are talking about the bill which you 
have every right to do. 

I was talking about something else which would be a different 
solution. 

Mr. Reep. Yes. 

Senator Proxmire. I would just like to conclude by saying my 
farmers in Wisconsin are really desperate. 

The Department of Agriculture estimates that they are earning less 
than 50 cents an hour. If you give them any kind of return on in- 
vested capital, at $5.25 and it would be very helpful to us if you 
with your great experience and wisdom and your understanding of 
this field could come in with a constructive proposal, would help us 
solve this problem. 

I think your criticism has been excellent but it is very hard for 
us to do the kind of job our farmers expect us to do for them when 
we don’t have any constructive positive proposals from people of 
your competence and understanding. 

Mr. Reep. Well, I have worked on many programs for the dairy 
farmer, Senator Proxmire, and have spent some twenty-odd years at it. 

Senator Proxmrre. That is why I asked you for your advice. 

Mr. Reep. And we just never have been able to come out with 
anything that would seem to do the trick so far as a self-help program 
is concerned. 
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In the early days of the first Franklin Roosevelt administration 
when I was working for the Department of Agriculture we. did 
take to the dairy farmers of this country a benefit payment proc- 
essing tax program under which they would voluntarily agree to con- 
trol their production, and a processing tax would have been placed on 
the milk to get the money to pay cooperators for having controlled 
their marketings within whatever limits were set. 

And we sure had a rough time in Wisconsin. I mean it was sad. 
I still have some scars from it. 

The sentiment was so very diverse that is pro and against, and 16 
other different things, that the Department of Agriculture said we are 
going to drop this one quick. And shortly thereafter, the Supreme 
Court decision in respect to processing taxes being unconstitutional 
and what-not, came along and we considered it dead. 

The CHartrRMAN. One more question in line with what Senator 
Proxmire asked you: If you do it in any other way than taxation, by 
way of taxation, it would mean, would it not, the destruction of food, 
that is you would have to do away with it some way? 

Mr. Reep. Some way. 

The CHarrMan. Would not your administrative costs be excessive 
in that each farmer, if he is permitted to distribute 90 percent of his 

roduction, what would he do with the 10 percent and who would 
e there to say that out of every hundred quarts, why 10 of them—90 
of them—he sells and the other 10 he destroys. 

Senator Proxmire. I would agree that destruction of commodities 
is no answer but it just seems to me we have to develop some kind of 
a system to discourage over production, that would permit them to 
tailor their production to demand in some way. 

The CHarrMan. Well, Senator Proxmire, I have been on this com- 
mittee now for 22 years and, to be frank with you, the reason why 
we did not put in such commodities as milk and quite a few others 
that desired to come into the first act was because of our inability to 
control the production and then take the surplus, if any, and store 
it, and that is why we relegated the first bill to the so-called 5 basic 
commodities, commodities that could be stored and the production 
of which could be curtailed through acreage controls, and this you 
cannot do with cattle unless you shoot them down. 

You cannot close the spigot off. If you feed a cow a little more than 
the other cow she is going to give more milk and there is no way to 
control it. 

Thank you, Mr. Reed. 

Mr. Rerp. Thank you very much, gentlemen. 

(Supplementary statement filed by Mr. Reed is as follows:) 

Mr. Chairman and gentlemen of the committee, I appreciate the opportunity 
you have given me to extend my remarks in connection with the testimony I 
presented on June 1958, regarding the so-called self-help bills sponsored by the 
National Milk Producers Federation and the National Grange. 

Committee members will recall that the record shows that during their testimony 
proponents of the self-help bills stated they would be willing to see the bills amended 
to provide for 80 percent of parity during the first year of operation instead of 
90 percent as provided by H. R. 10043 and similar bills. 

he committee should bear in mind that in speaking percentages of parity, the 
parity figure referred to would be that calculated pursuant to S. 3125, hence is a 


different and higher parity figure than would be calculated pursuant to the parity 
provisions of the Agricultural Act of 1949 as amended. 
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At 80 percent of parity calculated in accordance with the formula requested by 

the National Milk Producers Federation, the support level for manufacturing milk 
the first year of operation would be $3.54 per hundredweight and the tax on all 
milk would be 25 cents per hundredweight. A brief summary of an economic 
analysis of this proposal follows: 

1. Consumption of fluid milk and dairy products would be reduced about 
2,500 million pounds of milk in addition to that purchased at the support level 
during 1957 of 5,885 million pounds of milk in the form of butter, cheese, and 
nonfat dry milk products. This would bring total purchases the first year of the 
program to 8,385 million pounds milk equivalent. 

2. Costs of product purchases per hundredweight of milk equivalent including 
the support level to producers of $3.54 per hundredweight, manufacturing margin 
of 84 cents per hundredweight, and freight, storage, repackaging and other costs 
of carrying and disposition of about 38 cents per hundredweight, amount to a total 
of $4.76 per hundredweight of milk equivalent purchased. 

To this must be added the cost of about 500 million pounds of nonfat dry milk 
which would have to be purchased in addition to the nonfat dry milk that is pur- 
chased in the milk equivalent accounted for as butter. This would be a total of 
about $87.5 million. 

3. Total costs of program as above calculated would be $486,626,000, exclud- 
ing military and special school milk subsidy costs, and $591,626,000 if milk 
subsidy costs are included. 

4. Marketings at the 1957 rate of 1,131,900,000 hundredweight of milk would 
yield $283 million in taxes at the tax rate of 25 cents per hundredweight. 

5. The amount by which the program would fail to be self-financing, would be 
$203,626,000. This estimate includes no allowance for subsidization of milk for 
the military or the special school lunch program. If these costs are included at 
$30 million for military and $75 million for special school milk, the total overall 
cost of the program would be $591,626,000, and the loss after taxes would be 
$308,626,000. 

Under this proposed amendment, therefore, returns to producers would be 
as follows: 

1. A tax rate of 43 cents per hundredwieght would be necessary t» pay the 
total cost of the program excluding subsidization of military milk and special 
school milk. 

Producer prices would be $3.11 per hundredweight, or only 5 cents per hundred- 
weight more than the current support level. It is to be emphasized that these 
figures do not include any costs of administration. 

2. If costs of subsidization of military milk and special school milk are included 
in the program, the tax rate would have to be 52 cents per hundredweight and 
prices received by producers would be $3.02 per hundredweight, 4 cents per 
hundredweight less than the price they receive under the current price-support 
program. 

As noted, these figures are based on the assumption that the Congress would 
enact a special parity price and special parity treatment for dairy producers. 
It is doubtful that the Congress would do this, and if the Congress did not grant 
this special parity treatment, the parity would be calculated according to the 
parity formula set forth in the Agricultural Act of 1949 as amended. 

Eighty percent of parity, calculated under the Agricultural Act of 1949 as 
amended, is $3.26 per hundredweight of manufacturing milk. 

A brief summary of our economic analysis of returns to producers at 80 percent 
of parity calculated as under the current program follows: 

1. Total costs, $347,471,000, excluding military milk and special school milk, 
and a total cost of $452,471,000 if these milk subsidization program costs are 
included. 

2. The tax rate per hundredweight of milk marketed, excluding cost of sub- 
sidizing fluid milk consumption, would be 31 cents per hundredweight. The 
tax rate including cost of milk for military and special school milk would be 40 
cents per hundredweight. 

3. Returns to producers with parity calculated as under the current program 
would be as follows: 

(a) Excluding special school milk and military milk subsidization costs, $2.95 
per hundredweight. 

(6b) Including costs of subsidizing military milk and special school milk, $2.86 
per hundredweight. 

The estimates given above allow for no increase in marketings from the 1957 
level other than that needed to meet population growth. It is, of course, quite 
probable that marketings will increase, inasmuch as they increased in 1957 at 
the $3.25 per hundredweight support level by 1.7 percent over the previous year. 
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This phase of my supplementary statement can be summarized as follows: 

1. Using the parity formula sponsored by the National Milk Producers Federa- 
tion, producers would stand to show not more than 5 cents per hundredweight 
gain over the current program. In return for this small increase in support price, 
they would have to submit to quotas and all of the serious problems that estab- 
lishment of quotas involves, as well as pay administrative costs of the quota 
system, which probably would be very high. By the time administrative costs 
were paid, profits for special “stabilization corporations” provided by the bill, 
and the like, there can be little question that producers would actually stand to 
lose considerable money under this proposal. 

2. If the Congress did not agree to give dairy producers special treatment in 
respect to the manner in which parity prices for manufacturing milk are deter- 
mined so that the parity formula in effect under the Agricultural Act of 1949 as 
amended governed the parity determinations, then at 80 percent of parity pro- 
ducers would lose between 11 cents and 20 cents per hundredweight of milk 
marketed under the program. 

3. In further extension of my remarks, I would like to make the following 
comments which emphasize statements made by me during the course of my 
testimony: 

(a) These bills are not “‘self-help’’ bills, as has been adequately proved by the 
testimony not only of myself, but of other witnesses. 

(6) Shorn of all its window dressing and propaganda slogans, this bill is nothing 
more nor less than a bill to control marketings by taxing marketings in excess of 
allotments or quotas out of existence. If the Congress desires that this be done, 
it should do so by stating it as the policy of the Congress and by levying a con- 
fiscatory tax on any marketings in excess of quotas which are established. Such 
a tax-production control program could be operated through the Department of 
Agriculture with the taxes specifically stated by the Congress and the same results 
achieved as the proponents of this bill desire to achieve. 

Needless to say, i think this would be a most inappropriate use of the taxing 
power of the Congress, whether it is done by the Congress directly or indirectly 
through delegation of such authority to an independent board not responsive to 
the will of our people. 

(c) In addition to the foregoing, I think it is clear from the testimony that this 
bill, far from being of benefit to the dairy producer and stabilizing his market, 
will in actual fact operate as a great business getter and market expansion pro- 
gram for the oleomargarine industry. 

4. I have heard it stated that Congress should permit a referendum on this bill, 
irrespective of whether the Congress thinks the bill is a worthy document. I do 
not agree. It seems to me that it is the duty of the Congress to propose sound 
legislation, not unsound legislation which hides under the guise of being some- 
thing that it is not, and accomplishing purposes it will not accomplish. 


The CuatrMan. All right, Mr. Woolley. 


STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Wooutey. Mr. Chairman, we have with us this morning Mr. 
Wallace, Mr. Stanfield, Mr. Lewis, and Mr. Roberts. 

Mr. STANFIELD. My name is D. R. Stanfield. 

The CuatrMAN. From where? 

Mr. STANFIELD. I am the executive vice president of the Ohio 
Farm Bureau Federation. 

Mr. Roperts. I am Eugene Roberts, of the Michigan Farm Bureau. 

Mr. Lewis. I am James Lewis, from Ohio, southwestern Ohio, 
Butler County. I am chairman of the Dairy Committee of Ohio. 

Mr. Wauuace. I am Keith Wallace, president of the Vermont 
Farm Bureau. 

Mr. Wooutuiey. Mr. Chairman, we appreciate very much this 
opportunity to present this statement and our views on the subject, 
particularly in view of the fact that there has been a great deal of 
discussion of it for over a decade, and just this last year have the 
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proposals been put into legislative form. We think that this hearing 
will do a lot to clear up many misunderstandings that exist throughout 
the country on this subject. 

The CuHarrman. Without objection, you may proceed in that 
manner. 

Senator Proxmrre. Mr. Chairman, I realize time is limited but I 
think it would help clarify the record if I could ask this question, 
Mr. Woolley, at this time. 

It is my understanding that the Farm Bureau Federation in Wiscon- 
sin, which, we all know, produces more milk by far than any other 
State, has not taken a position on the self-help program and therefore 
when you make a statement, if the statement 1s critical or recommends 
rejection of this program, it does not represent the Nation’s No. 1 
dairy State. 

Not that they have taken a position for this self-help program—it 
is my understanding they have not taken a position on it at all, Am 
I correct? 

Mr. Woo.tey. That is not quite correct, Senator. 

The American Farm Bureau Federation is a federation. The 
authority in the organization is in the States. They have an agree- 
ment among the 49 organizations that make up the federation that 
they will get together in an annual meeting and they will establish 
their policies. They agree also through that annual meeting to elect 
a board of directors, and that pursuant to the resolutions the board 
of directors shall interpret those and shall represent the organization 
in Washington. In the event any State takes the position that it 
does not agree with the position taken by the National organization 
it reserves to itself the right to notify the national organization that 
it disagrees, and until such time as it notifies the organization that it 
disagrees, then there is the presumption that the national organ- 
ization’s point of view is the point of view of all of the component 
units of the organization. 

Senator Proxmrire. Isn’t it true that affirmative action affirming 
your present position has been taken by some States on this legislation? 

Mr. Wootiey. The American Farm Bureau Federation, through 
the board of directors, has taken a position in opposition to S. 3125. 
No State has notified the American Farm Bureau Federation that 
they are in opposition to the American’s position, to my knowledge. 

Now, the president of one of the organizations in a dairy meeting 
in Chicago stated that it was his impression that they were opposed 
to it, and this was the State of Washington. 

The State of Wisconsin did not state that they were opposed to the 
American Farm Bureau Federations position. They have not notified 
the national organization they are in opposition to the position we have 
taken. 

Senator Proxmrre. Thank you. 

The CuatrMan. Proceed, Mr. Woolley. 

Mr. Woot.iey. The American Farm Bureau Federation appreciates 
this opportunity to present to this committee the results of its analysis 
of the proposed Dairy Stabilization Act of 1958. 

The 1958 policies of the AFBF recognize that some benefits have 
been derived by dairymen from the present dairy-support program. 
They question, however, that this program is in the best long-time 
interest of the dairy industry. Many alternative plans are presently 
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being proposed to replace the present program. They recommend 

that the American Farm Bureau Federation board of directors study 

eat plans, and report the results of their studies to State farm 
ureaus. 

Farm Bureau will continue to support the present program until a 
more workable and acceptable one can be developed and enacted. 

Based on this policy, the American Farm Bureau Federation has 
made an intensive analysis of S. 3125 and other dairy price-support 
bills submitted to Congress during this session. 

The plan incorporated in S. 3125 would attempt to control produc- 
tion on individual farms by establishing sales quotas and then penaliz- 
ing overquota marketings so heavily that the volume of such sales 
would be greatly reduced. 

Since taxes to be paid by farmers on milk and cream are a distinctive 
feature of this plan, the term “self-help” has sometimes been applied 
to it. 

However, the program would use the taxing and coercive power of 
the Federal Government through a special agency without the safe- 
guards which normally should be applicable to a regular governmental 
agency. 

Almost everyone is for self-help but such a program is not self-help. 
A far more appropriate title, therefore, is “Dairy Production Control 
and Tax Plan.” 

The production control and tax plan would create a Government 
agency headed by a “stabilization board” consisting of 15 persons 
appointed by the President from nominees selected by milk producers 
in 15 districts. 

The board would fix minimum market prices for dairy products 
during each year and support them through purchases of manufac- 
tured dairy products. 

A referendum of producers would be held in September 1958 to de- 
termine whether producers preferred this plan or the present price- 
support program. If a majority of those voting favored trying this 
plan, it would become effective April 1, 1959. 

The CHarrMan. That phase of it would be done under the super- 
vision of the Department of Agriculture? 

Mr. Woo.tey. That is correct. 

In some of the plans, the cooperatives are permitted to block vote 
for their members. In other plans they are not. Under this particular 
one, block voting is permitted. 

In the first year 1959-60, a special tax of 25 cents per hundredweight 
would be levied on all milk and cream—converted to milk equivalent 
basis—sold from farms. This tax would provide the administering 
agency with an income of about $300 million. Expenses apparently 
would be in the neighborhood of about $1 billion. This would mean 
a net loss of about $700 million that would have to be borne by 
taxpayers. 

In this connection, Mr. Chairman, I would like to mention that 
yesterday I was here and I heard the statement made that the bill 
provided that while a 25 cents per hundredweight tax is provided for 
the first year, in the second year the tax would be down to 10 or 15 
cents per hundredweight even though quotas were in effect. 

The CuarrMaANn. You mean after the first year? 
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Mr. Woou.ey. As a matter of fact that cannot happen under this 
bill. The provisions of the bill specifically provide where the tax 
would be less than 25 cents per hundredweight the marketing quota 
provisions of the bill would be removed. 

It is specifically provided in section 63, page 36, as follows: 

Marketing allotment programs set up by the Board shall be suspended or 
terminated by the Board whenever the marketing assessment established by the 
anne oF any marketing year would not exceed 25 cents per hundredweight 
Or MIUK. 

I do not understand how under that language you could have the 
operation of the quota program and have a 10 to 15 cents per hundred- 
weight tax. 

The Cuarrman. Mr. Woolley, where do you get your figure of a 
billion dollars? 

Mr. Reed, who just appeared before us, estimated the minimum, 
medium, and maximum costs, and none of them reach a billion. 

Mr. Woottey. I think he has one figure there that is $880 million. 
We have attached here as appendix A details as to how we arrived at 
our estimate which I will be glad to go into. 

The CuarrMAN. How does it differ from Mr. Reed’s estimate? 

Mr. Wooutery. Well, the procedure that Mr. Reed undertook was 
to analyze the specific operations of Commodity Credit Corporation. 
We have made the same analysis Mr. Reed has made. 

We agree with Mr. Reed. We think he has done a very fine job. 
I have the same basic data from which he made his calculations. 

However, we believe that the effect on the stimulation of production 
by the increased price will be greater than Mr. Reed estimates, and 
we also believe that the reduction in consumption will be greater than 
Mr. Reed estimates. 

The Cuarrman. As I understand it, his analysis was based on the 
milk production for the future to be the same as current? 

Mr. Woo ey. 1957. 

The CuarrMan. That is right. 

Mr. Wootuey. And there has been a normal increase of production 
of 2 billion pounds annually. 

The CHarrRMAN. Yes. 

Mr. Woout.ny. Pounds. 

The CHarrMan. Increase? 

Mr. Wooutey. Increase per year, and even on the basis of a greatly 
increased price. I think he only used a 2% billion increase over 1957. 

We think that figure is too low. 

The CuarrMan. Well, let’s say for the minimum, wherein he did not 
take that into consideration, that is increase 

Mr. Woottey. Just used 1957, that is right. 

The CHAIRMAN. Yes. 

What you have done is to add the normal increase in production 
from year to year. 

Mr. Wootiey. And then make an allowance—— 

The CuarrMAN. You have also made a deduction as to the use of the 
commodity because of the higher price the consumer would have 
to pay. 

Mr. Woottey. We have done these things. We first said there 
would be a normal increase in production. 

There is a long-time trend. 
The CuHarrMan. I understand. 
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Mr. Woottey. Then we believe by increasing the price, production 
will be further stimulated and consumption decreased. 

We believe those factors are the ones that account for the difference 
in the estimates. 

The CHarRMAN. Your margin was greater than his? 

Mr. Woot.ey. Yes. 

The CHarrMan. All right. 

Mr. Woottey. At the same time I want to reiterate I think Mr. 
Reed has done an excellent job in analyzing the figures. 

The CHarrMan. [ understand. 

Mr. Woou.ry. In 1960-61 and succeeding years, additional taxes 
would be levied whenever the basic tax of 25 cents did not provide 
funds sufficient to cover most operating expenses of the program. 

These special taxes on surplus milk and cream would be large 
enough to meet losses such as the $700 million mentioned above. A 
marketing quota or allotment program would become effective when 
taxes in excess of 25 cents per hundredweight were levied. 

The guaranteed high-level price in 1959-60 would stimulate pro- 
duction greatly. Individual dairymen would increase output in order 
to sell as much milk as possible at the high price, and to establish 
large bases for 1960-61 and subsequent years. You will remember 
the experience we had in other crops where controls were applied 
and whenever there was a free year, many people would go into 
production just in order to establish a base and we assume that same 
phenomenon would occur in the case of dairying. 

Senator Proxmrre. Could I interrupt at that point to point out 
that dairying is different in that there are just so many cows and 
there is a lag of at least a couple of years before you can get more 
units into production so it is somewhat different than some of your 
other commodities where you can expand your acreage. 

Mr. Woo.ury. We agree there are differences between all com- 
modities and that dairying is different but the stimuli to production 
in order to establish a base is a very fundamental point, and there 
are many ways that dairy production can be increased besides in- 
creasing a dairy herd. 

Senator Proxmire. I have talked to thousands and thousands of 
dairy farmers, and I mean thousands of them, in Wisconsin over the 
last 5 years and I would say the overwhelming majority would tell 
you that the pressure on them to produce more with low prices is much 
more severe and much more serious than with high prices. They have 
to do it—they are desperate. 

They have to produce more milk in order to maintain their gross 
income. They have to do it because they have fixed costs. They 
are pressed into an economic situation in which they have no alter- 
native except to de everything they can to increase their production. 
And you found this as a fact of life as the prices for dairy producers 
have gone down their production has increased and increased steadily 
year after year by 2 percent per year. 

Mr. Woouttey. There has been a great deal of comment to the effect 
that producers decrease production when prices increase and increase 
production when price is decreased. 

Senator Proxmrire. I would probably say there is not too much pro- 
duction—that they would increase production, as the price goes up. 

But I think the evidence is overwhelming as the prices drop there is 
a real pressure there, an economic fact of life which forces them to 
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produce more and it may be that they would not increase their produc- 
tion very much as prices go up. 

Mr. Wootuey. We have here with us this morning three men whose 
entire livelihood comes from farming. They are all dairy farmers. 

The major source of their farm income is dairy farming and they 
will want to comment on that a little later. I can say that while 
I was in the Department of Agriculture, on the Board of Directors 
of the Commo ‘lity Credit Corporation, we had the problem of in- 
creasing production a number of times. 

To get increased production the Board took the action of increasing 
the price. The price was increased dramatically with respect to 
flax and a dramatic increase in production resulted from this action. 

Senator Proxmire. I am sure you would with flax. Did you try 
it with milk? 

Mr. Woo.tey. No; however, I believe we could get the same re- 
sponse on any commodity. All of our actions were predicated on 
the evidence that production responds to price. The response was 
quite consistent with the general theory of economics that in response 
to a higher price, production increases, and in response to a lower 
price, production decreases. 

It does not mean the decrease of production occurs as rapidly in 
the case of agriculture as in the case of manufacturing because of the 
fixed nature of the business, and the time it takes to get in and out 
of a particular farming venture. 

But the evidence we have is that production does respond to price 
in the classical manner as set forth in the economics text books. 

Senator Proxmire. I could not disagree with you more. 

The CHatrMan. But, Mr. Woolley, would it not be true under this 
bill that if the farmer saw himself faced with these penalties you are 
speaking of now the tendency to increase would not be there? 

Mr. Woout.ey. He would in the first year, because there is, as the 
bill is drafted, a full year before quotas are applied. 

Therefore, it would be an inducement for producers to establish 
bases as high as they possibly could. 

The CuarrmMan. But as Senator Proxmire says, and I think the 
witnesses have already testified to this fact, that you cannot increase 
milk production overnight. You cannot do it as you can on a farm, 
producing cotton or wheat. 

It is a 2- or 3-year period in which you can expect this production. 

Mr. Wootury. You can do a number of things to increase produc- 
tion without increasing the number of cows and as I say we have 
three dairy farmers here and I am sure they will want to comment. 

Senator Proxmire. I will agree there are a number of things you 
can do, but every good dairy farmer is doing it now to increase his 
production. That is an incentive that is there regardless of price. 

Mr. Woo.t.trey. We of course don’t believe that we have reached 
the maximum productivity in any 

Senator Proxmire. No, you can increase more but every good 
dairy farmer is trying to increase his production; that is the way he 
operates, that is the way he measures his efficiency. 

Mr. Woottey. But if he got paid more and if there was more 
inducement for him to increase production with higher costs, he 
could increase production further. 

The CHarrMan. Proceed now. 

Mr. Woottey. Well, the first point is the increasing of production 
to obtain larger bases. 
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Many new producers would be lured into dairying. Again it is a 
relative proposition. If it looked like it would be relatively more 
profitable to shift, they would shift into dairying. 

As a result, it is practically inevitable that production controls— 
quotas—would be established in 1960-61 and continued until the 
program was terminated. 

We have as I said supporting evidence in appendix A of that. 

In part, the plan apparently is based on a misconception of the 
relationship of price to farm sales of milk. Apparently it is assumed 
that national output increases when prices drop, and decreases or 
remains stable when prices increase. 

Actually, the production-price relationship is complex and affected 
by many factors. In the long run, total milk production increases 
only when current and anticipated milk prices are relatively favorable. 
It decreases when these prices are unfavorable. 

Further, apparently the plan is based on a misconception of the 
effect on consumption of changes in retail prices. Apparently it is 
assumed that consumers would continue to buy about as much dairy 
products as at present despite substantial increases in retail prices. 
Actually, the retail price of fluid milk would increase appreciably and 
its consumption decrease. Sharp increases in price oa, decreases in 
consumption would occur for manufactured dairy products. 

How it would affect farmers and others: It has been said by pro- 
ponents of the productien control and tax plan that it would— 
improve the income position of dairy farmers, relieve the taxpayer from the cost 
of price supports, and take the Government out of the dairy business, 

That is a direct quote from the proponents of the bill. 

None of these desirable objectives would be attained. 

On the contrary, the production control and tax plan would ad- 
versely affect the interests of producers, others in the dairy industry, 
consumers, and the Federal Government. 

Here is how: Dairymen’s net incomes would be reduced. Adminis- 
trative costs would be high, Government purchases would be large, 
program operating losses would be heavy, farm prices for vanes 
milk would be very low, and there would be no limit to the tax rate 
on surplus milk to which each producer could be subjected. 

Appendix A of this statement indicates, step by step, how potential 
developments under this plan would reduce dairymen’s net incomes. 

Farm efficiency would be reduced. The results of production con- 
trols would be: More producers, lower average volumes per farm, 
higher average production costs, and a reversal or slowing of the 
present trend toward ever greater efficiency on dairy farms. 

In the second and subsequent years, as output per cow continued 
to increase, commercial dairy farmers might have to reduce the size 
of their herds in order to decrease or to stabilize milk production on 
their farms. 

Inequities would occur: among dairy producers. Quota restrictions 
would penalize particularly the young farmers and the larger and 
more efficient producers. Small sideline producers probably would 
be exempt from such restrictions. 

All commercial dairymen in particular might be penalized. Dairy- 
men supplying milk to fluid milk markets, especially in deficit areas 
of production, could be taxed to pay for surpluses produced in other 
areas. 
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Competition among areas would continue to flourish and some: 
producers would lose out in the inevitable maneuvering among 
members of the Government Board. 

How would quotas be determined? How would taxes be levied? 
Most dairymen would share in bearing the heavy cost of the program, 
but would some carry extra large burdens? 

There is provision in the bill for the Board to do almost anything. 
There is provision for hardship. There is provision for the exclusion 
of deficit areas of production. Hardship is not defined, deficit area 
is not defined. 

You could define deficit areas by State or milkshed but there is no 
word of explanation or definition in the bill. 

Would limitations be placed on the volume sold by any one indi- 
vidual? The new Government Board would have wide discretionary 
powers to do about as it pleased. 

A governmentally protected monopoly would be created. 

The Dairy Stabilization Board by dictating prices, controlling pro- 
duction, preventing or hindering the adoption of technological im- 
provements, limiting entry into production, restricting sales and 
representing only certain producer and distributor interests would 
constitute a governmentally sponsored price-fixing monopoly. 

The Farm Bureau strongly opposes the exercise of monopolistic 
economic powers by any segment of our population—industry, labor, 
agriculture or the Government itself—since such power is a threat to 
the maintenance of our form of government and the competitive 
enterprise system. 

It naturally follows that any program which has as its central idea 
the operation of a monopoly is contrary to Farm Bureau principles. 

The domestic market for dairy products would shrink. Consumers 
would buy less dairy products and more substitutes as dairy prices 
rose. During the first year under the plan, retail prices might rise 
above April 1958 levels by about 10 cents per pound of cheese, 11 
cents per pound of butter, and 1% cents per quart of fluid milk. 

Because of extremely unfavorable publicity attending a program 
of this kind, total milk consumption might be cut about 8 percent. 
The foreign market for commercial sales would be unchanged; and 
for noncommercial sales the new Government agency would not be as 
effective in disposing of surpluses as the present governmental agencies. 

If you are going to have to give the commodity away, it would be 
easier for the Government to give it away than it would be for a pri- 
vate agency to do so because of all the many tie-in considerations 
that are involved. 

The CuatrmMan. What would be the attitude of these farmers here 
before us if they knew their surplus milk was being given away to 
some foreign government or to relieve distress in some areas. 

I believe they would resent it. 

Mr. Woottey. Well, they would, particularly if it was going to 
impair their market. If it is just going to be the farmers of the 
country giving away surplus production, and not the country generally 
giving it away, there would be much more resentment, I would assume 
on the part of dairy producers. 

The CHatrMan. That is what I would assume. 

Mr. Wootutey. Consumers would be penalized. Consumers’ tax 
savings would be much less than the increase in their expenditures at 
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higher retail prices. They would pay more and receive less, with no 
improvement in quality or service 

Farmers have had programs for many years to create public under- 
standing of dairy production and marketing costs and conditions. 
The beneficial effects of those programs would be impaired if the 
production control and tax plan were adopted. 

Administration would be difficult. Most dairy farms and plants 
are small. They are scattered throughout our Nation. Milk is a 
highly perishable product and produced every day of the year. 

Administration, inspection, and enforcement of this plan would be 
difficult and expensive. 

How would quotas be calculated and taxes paid? Would surpluses 
be determined on a weekly, monthly, or annual basis? If a producer 
has a seasonable surplus but ships to a market with an annual shortage, 
how heavily would he be taxed? Who would be exempt? Bases are 
to be adjusted to avoid “‘hardship,’”’ but what is a hardship case? 

How many employees would the numerous small businesses, particu- 
larly cream stations and fluid milk producer-distributors, have to add 
to make all the detailed calculations and to meet reporting require- 
ments? 


How many auditors and enforcement agents would the Treasury 
Department need? 

Government would delegate authority without adequate controls. 

Frankly, I have never seen such a broad grant of authority and 
governmental power with as few restrictions or safeguards as is con- 
tained in this bill. It contains unlimited power to tax and unlimited 
power to levy quotas. 

Conflicts would arise with other programs. 

Congress would delegate authority to set tax rates, and to collect 
and spend tax money, to an agency over which neither it nor the 
Secretary of Agriculture would have a reasonable degree of control. 

Conflicts would arise with other programs. Federal milk-market 
orders could be eliminated, supplanted, or combined into a single 
nationwide order. International relations would be impaired as 
other nations would object strenuously to a greatly expanded surplus 
dumping program. The new board could impose compulsory check- 
offs for advertising and promotion and replace the American Dairy 
Association if it desired. If there are no plans for advertising and 
promotion, why is specific authority requested to engage in such 
activities? 

Self-help aspects would be limited. Government, through a special 
agency, and not farmers in general, would control dairy surpluses. 
The € ‘ommodity Credit C orporation would have to lend up to $350 
million without security or provision for repayment. The Treasury 
Department would bear heavy costs for tax collection and enforcement. 

Additional appropriations and obligations—for hundreds of millions 
of dollars—could occur. 

The present Federal dairy price-support program has not been 
wholly satisfactory but the production control and tax plan is an 
undesirable substitute that could only make conditions worse. 

The American Farm Bureau Federation continues to emphasize 
the positive approach to increasing dairymen’s net incomes by sup- 
porting programs concerned with increasing consumption, balancing 
supply and demand, increasing efficiency in marketing, increasing 
efficiency in production, and increasing farmers’ bargaining power. 
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Information on our program is supplied in appendix B of this 
statement. 


A question was raised earlier, you raised the question with Mr. 
Reed with respect to the authority that would be exercised and the 
penalties. 

The CuatrMan. Legislatively? 


Mr. Woot.ey. On page 3 of the bill, there is a section that reads 
as follows: 


The collection of the marketing assessments shall be enforced in the same 
manner that the collection of the taxes on employees under the Federal Insurance 
Contributions Act is enforced, and the remedies, penalties, and punishments 

rovided by law or regulation for enforcement of such employees taxes shall, 
insofar as applicable and not inconsistent with the provisions of this Act, be 
applicable to the collection and enforcement of marketing assessments. 


So the answer to your question about what is the penalty on a 
farmer who exceeds his allotment is that he will have the full force of 
the Federal Government applied against him in the collection of that 
tax the same as if it was an employee tax. 


As I said, information on our program is supplied in appendix B of 
this statement. 


(Appendixes A and B follow:) 


ApPpENDIX A 
ILLUSTRATION OF POTENTIAL EFFECTS ON DAIRYMEN’S INCOMES 


While it is not possible to forecast precisely the conditions in the dairy industry 
that would exist if the production control and tax plan were adopted, careful 
analysis of detailed historical records of past experiences enables us to foresee 
clearly the general nature of those conditions. 

The table on the next page shows probable developments under this plan if it 
were enacted into law in 1958 and if it operated for 2 full years in the manner 
proposed in the bills now before Congress. 

he footnotes following the table give a step-by-step explanation of the develop- 


ment of the estimated supply, demand, cost, and price figures contained in the 
table. 


Dairy production control and tax plan: Probable developments if (1) the plan were 
enacted into law in 1958, and (2) zt operated for 2 full years in the manner proposed 


Production control and 
Present pro- | tax plan ! 
Item | gram, 1958-59 
program year 


1959-60 pro- | 1960-61 pro- 
gram year gram year 






Support price 





bai hdukds ciadint Edi tdctidbaeenncie adi $3. 06 2 $3. 98 3 $3. 98 
Milk sold from farms.-..-..........--- _-billion pounds.- -| 114 | 4121 5 126 

ae ee ee 
Demand on domestic market, previous year’s rate... ---- Stic 107 110 103 
Increase in demand, due to population increase... -.--..do---- 2 | 2 2 


ee re a. do...-| 
Change in sales due to retail price changes... -_--.._.---- do-.-.| 61 7-9 80 


a eee 


i i onl ie cieasik Dustin tela te 


Net demand, this year_.....- 














ON 6a iii enc bihexeeidiaated million_- 9 $180 | 10 $990 1 $1, 155 
RNY WE ine ancy wancenadadarenn=nadee None | 12 $300 13 $315 
To be raised by additional taxes on “producers dhodha ceed Gach tie Ned DAD aa selkewek 14 $840 











Operating cost to taxpayers__. a 15 $690 None 
Average price to farmers for milk ‘used to produce manufac- 
I I ascii nwcoe es sin scipianlinin eins aie adastaons 16 $3. 06 15 $3. 73 17 $2. 60-$3 














1 The plan provides for a producer referendum in September 1958. If approved, the plan would become 
effective Apr. 1, 1959, In the lst year, production quotas would not be in effect and producers would pay 
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only 8 tax of 25 cents per hundredweight on all milk (and milk equivalent of cream) sold from farms. In 
the 2d and subsequent years, production quotas and additional taxes could be imposed. 

2 Calculated according to the procedure specified in the bill but using data for March 1958 since similar 
date for 1959 are not yet available. 

8 There is no indicating in the bill of the proposed level of price support in the 2d year. The most reason- 
able approach is to assume no change from 1959-60. 

4 This assumes an increase in the quantity of milk sold from farms of only 6.1 percent in response to a 
guaranteed price increase (net to farmers) of 21.9 percent, or 67 cents per hundredweight. (On Apr. 1, 1953, 
- start of the last year at which dairy prices were supported: at 90 percent of parity, the support price 

— from $3.85 to $3.74 but farm sales in 1953 rose 6.6 percent above 1952. Thus, the 6.1 percent increase 

es shown here is conservatively low.) 

"s This assumes a smaller increase in volume of sales than estimated for 1959-60. Some producers would 
restrict production because quotas would be applied but guaranteed higher prices would still be attractive 
to most dairymen, many would hope that others would cut their output, and small producers exempt from 
quota restrictions would increase in numbers and volume. (The bill provides for ‘‘adjustment of bases’’ 
for ‘‘hardship’”’ and such other situations ‘‘as the Board deems appropriate.’’ Experience under production 
nt programs for other farm commodities shows that exemptions for small producers are almost inevi- 
table. 

6 The farm support price of manufacturing milk (national average test) is in 1958-59 below the 1957-58 
level by 5.8 percent, or 19 cents per 100 pounds ($3.25 to $3.06). The farm price of milk for fluid consumption 
(considering what happened previously when price supports were lowered) probably will decrease propor- 
tionately less than half as much, or about 2.6 percent. Since nearly half of the milk marketed is used in 
fluid form and a little more than half in manufacturing, this means the average price of all milk sold from 
farms probably will decrease about 4.1 percent. About 4 of the retail dollar spent on dairy products reflects 
farm costs so a decrease of 4.1 percent in the farm price will lead to a decrease of about 2 percent in the retail 
price. For each 1 percent change in the average retail price of all dairy products combined, consumption 
moves in the opposite direction by about 0.5 percent. Thus, with a decrease of 2 percent in the average 
retail price, consumption will increase about 1 percent. This percentage applied to the volume figure of 
- billion pounds provides a figure of 1.1 billion pounds which, rounded off, gives the 1-billion-pound figure 
shown. 

7 The farm price paid by manufacturers (not the net price to farmers) would rise 30.1 percent over the 
previous year. Based on reasoning outlined in footnote 6, this would mean an increase of about 13.4 percent 
in the farm price of milk for fluid consumption, an average increase in farm price for all milk (fluid plus 
manufacturing) of 21.4 percent, and a 10.6-percent increase in the average retail price of all milk and milk 
products combined. Such an increase in retail price characteristically would lead to a decrease of about 
5.3 percent in sales. It is probable, however, that there would be extremely unfavorable publicity about 
high prices due to a Government-sponsored monopoly. The decrease in sales might be double the usual 
rate of response to a price increase. If figured at half again the usual rate, the decrease would be about 8 
percent. ‘That rate was used in preparing this table. 

§’ With no change in the price paid by manufacturers, the increase in the average retail price would be 
small. 

® The average net loss of the Federal dairy-price-support program in 1957, excluding all costs of the kinds 
that would not be borne by preducers during the 2d and subsequent years under a production contro! and 
tax plan, was $4.70 per hundredweight. The loss on 4 billion pounds of surplus is figured at $4.50 per hun- 
dredweight here because the loss would be decreased about 20 cents per hundredweight as a result of lowering 
the support price 19 cents per hundredweight below the 1957 level. 

10 Due to the increase of 92 cents in support level, plus a much greater volume of price-support disposi- 
tions for which no income would be received, the net loss per hundredweight of surplus probably would rise 
from about $4.50 to at least $5.50. 

il This assumes a net operating loss of $5.50 per hundredweight of surplus, the same rate as in the previous 
year. 

12 Provided by a tax of 25 cents per hundredweight on all milk (and milk equivalent) sold from farms. 

18 The basic tax of 25 cents per hundredweight on 126 billion pounds sold would provide $315 million. 

14 A $1,155 million less minus $315 million raised by the basic tax of 25 cents per hundredweight would 
leave $840 million to be raised by additional taxes on producers. A tax of $4 per hundredweight on the 
21 billion pounds of surplus would be required to provide such an amount. 

18 Since only $300 million of the estimated $990 million loss would be borne by producers, a loss of about 
$690 million would have to be met somehow if the farm price of $3.73 ($3.98 minus 25 cents tax) were to be 
maintained. Since it is extremely improbable that Congress would permit the plan to operate long enough 
to allow such a huge obligation to develop, it appears that the program actually could not operate the entire 
Ist year on the basis contemplated in the proposed enabling legislation. 

16 The annual average market price is nearly always above the support price but the latter price is used 
here because the difference between it and the market price is likely to be relatively small. 

17 The farm price for milk used in producing manufactured dairy products could vary considerably 
depending on the methods adopted to tax dairymen to finance the program. If all dairymen received a 
surplus price for a part of their milk, even though all milk produced by some dairymen would be used for 
fiuid consumption, the blend — for milk used in manufactured dairy products might be about $3 per 
hundredweight. If those producers whose milk actually was used entirely in fiuid products paid only 
a base tax of 25 cents per hundredweight, then all producers marketing milk for use in producing manufac- 
tured dairy products would receive about $2.60 for such milk. This price would apply to manufacturing- 
grade milk and to milk qualified for fiuid consumption that was used in manufacturing. 

These figures of $2.60 and $3 would be higher than the a ene (for milk used in manufacturing) actually 
received by most commercial dairymen. They do not allow for the extra load placed on such producers 
by probable exemptions for small producers and favored geographic areas. 

It does not appear that the program actually could operate the entire 2d year as planned. To avoid a 
terrifically high tax on surplus milk, some change in operations probably would be made during the year. 


CONCLUSION 


In neither 1959-60 nor 1960-61 would the dairy production control and tax 
plan work out quite as shown in the table. During each year action would be 
almost inevitable to alter or end the program. But the table shows what would 
happen if the plan operated for 2 full years on the basis of provisions contained 
in the proposed enabling legislation. 

Assuming the program (if adopted) could not operate for 2 full years on the 
basis proposed, what conditions would develop in the dairy industry during that 
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period? No one knows precisely. How quickly and in what manner would the 
administering agency or Congress take action? The answer to this question is 
unpredictable. 

If the program were modified but not terminated, the tax on surplus farm sales 
would become so high as to decrease production on commercial dairy farms. The 
national market for milk would be sharply reduced and more producers would 
share in providing the smaller quantity of milk needed. The average of ‘‘blend”’ 
price could then be higher than the $2.60 or $3 shown for 1960-61 in the table. 

Production costs per hundredweight would zocm upward as prices of things 
bought by farmers continued to increase, heavy surplus disposal taxes were 
imposed, and average volumes of output decreased. Net incomes of commercial 
dairymen would drop because increases in the milk prices they received would be 
more than offset by increases in their average costs and decreases in their individual 
volumes of production. 





APPENDIX B 
AFBF Fivse-Potint Datry PROGRAM 


The American Farm Bureau Federation seeks increases in net incomes of dairy 
farmers through— 
1. Increasing consumption. 
2. Balancing supply and demand. 
3. Increasing efficiency in marketing. 
4. Increasing efficiency in production. 
5. Increasing farmers’ bargaining power. 
These are the program activities related to the five major objectives: 


1. INCREASING CONSUMPTION 


(1) Encourage development and use of new products, and new uses for existing 
products, that will expand the total market for milk. 

(2) Participate in industry programs, such as the dairywide coordinating com- 
mittee on nutrition research, to develop information useful in stimulating con- 
sumption of dairy products. 

(3) Support the promotional, research, and educational activities of the 
American Dairy Association and the National Dairy Council. 

(4) Encourage publicity on the benefits to consumers of agricultural research. 

(5) Conduct an AFBF dairy promotion program to assist in State and county 
farm bureau promotional activities. 

(6) Encourage making milk and milk products more readily available to con- 
sumers by use of vending and dispensing machines and other methods. 

(7) Support expansion of the school lunch program and the special milk program 
for children. 

(8) Encourage increased sales through commercial channels to foreign countries, 
and investigate the possible effects of long-term Government contracts for sale of 
nonfat dry milk. 

2. BALANCING SUPPLY AND DEMAND 


(1) Support the basic approach of bringing supply into line with demand by 
increasing consumption rather than reducing production. 

(2) Support programs designed to result in farm prices for milk that are the 
highest possible in view of the realities of the supply and demand situation. 

(3) Support the present program of providing price supports within a range of 
75 to 90 percent of parity until an improved program can be developed to relate 
support levels to actual market prices during recent periods. 

(4) Support a coordinated program for all of agriculture that will relate the 
specific program developed for milk to those for other commodities, provide for 
a realistic conservation reserve program in the soil bank, and attempt to bring 
total agricultural production into line with total demand. 


3. INCREASING EFFICIENCY IN MARKETING 


(1) Promote and encourage research designed to increase marketing efficiency 
and to reduce marketing costs. 
(2) Encourage adoption of efficient marketing practices. 
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(3) Oppose efforts by those engaged in the distribution of milk and milk prod- 
ucts to preserve existing trade practices when innovations would clearly result 
in reduced costs and increased efficiency. 

(4) Support identification at retail levels of the grade of each sales unit of the 
principal dairy products. 


4. INCREASING EFFICIENCY IN PRODUCTION 


(1) Support programs to eradicate brucellosis, bovine tuberculosis, and other 
livestock diseases. 

(2) Support dairy herd. production testing programs and encourage greater 
participation in them by farmers. 

(3) Support expansion of sound dairy cattle artificial breeding programs, 

(4) Support research concerned with animal health and improved herd manage- 
ment practices. 

(5) Oppose programs that would interfere with dairy farmers’ freedom to 
increase efficiency on their individual farms. 


5. INCREASING FARMERS’ BARGAINING POWER 


(1) Support establishment and operation of bona fide farmers’ marketing and 
purchasing cooperatives wherever an economic need for them exists. 

(2) Support growth of farmer cooperatives to provide business units large 
enough and integrated enough to compete effectively at regional and national 
levels with the other large enterprises now operating at those levels. Advise and 
consult with groups of farmers investigating opportunities for such growth. 

(3) Study the pros and cons of proposed legislation to enable milk bargaining 
cooperatives to negotiate prices with groups of buyers. 

(4) Support the principle that farmers’ dairy cooperatives and all other busi- 
nesses are not liable for Federal income taxes on net margins that are allocated to 
patrons on the basis of prior agreements. 

(5) Support adequate appropriations to USDA to provide for research concerned 
with the growth and problems of farmer cooperatives and to provide advisory 
assistance to individual associations requesting such service. 

(6) Favor use of Federal milk marketing orders when they can help develop 
improved marketing conditions for farmers producing milk for fluid consumption 
but insist, however, that such orders protect the rights of individual dairymen 
to the maximum extent possible. Urge USDA to develop procedures that will 
assure prompt administrative decisions on matters discussed at public hearings. 

(7) Support a wide range of sound programs designed to provide farmers 
with an equal opportunity to participate with persons in other segments of our 
economy in the benefits of our competitive enterprise system. Included are Farm 
Bureau policies relating to high levels of employment and rising productivity, 
monetary and fiscal matters, restraint of trade, international affairs, international 
trade centers, natural resources, transportation, and agricultural credit. 

(8) Provide effective representation for dairymen, together with other farmer 
members of the Nation’s largest farm organization, on matters of importance to 
farmers. 


Mr. Woottey. The details of how we arrived at the estimates of the 
program and the effect on the farmer showing returns to producers 
would range from $2.60 per hundredweight to $3 per hundredweight 
is in appendix A attached hereto—— 

The CHarrMan. Well, the fact they would be assessed as you 
pointed out would take from them part of their income. 

Mr. Woottey. Yes. 

The CHatrMAN. Reduce their income to the amount that you have 
just indicated? 

Mr. Woottry. Yes. Then we have attached hereto as appendix B 
the affirmative program the American Farm Bureau Federation is for, 
which is a five-point program. 

Increasing consumption, balancing supply and demand, increasing 
efficiency in marketing, increasing efficiency in production and in- 
creasing farmers’ bargaining power. 











366 LONG-RANGE FARM PROGRAM 


Mr. Chairman, with your permission, these gentlemen have very 
brief statements. 

The CuHarirMAN. Just one moment, Congressman Brown has asked 
to ask a question. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Woolley, your primary interest is in the welfare of the dairy 
farmers? 

Mr. Woottey. That is correct, sir. 

Mr. Brown. I notice in your statement you dwell at length on the 
theory that consumers will buy less milk at higher prices and that 
the dairy farmer must have increased consumption of his product; 
is that nght? 

Mr. Woottey. That is right. 

Mr. Brown. Let’s assume a dairy farmer in my State could sell 
only a thousand hundredweight if the price were $3.98 a hundred. 

Now that is $3,980 income. But let’s say he could sell 1,175 
hundredweight at a 25-percent lower price: aecording to Mr. Reed’s 
figures that is how much the increase in consumption would be if 
the price were lower, 7-percent increase in consumption for every 
10-percent reduction in price. 

At $3.06 that is $3,495.50, or less money, gross income. Even if 
we assumed there is no extra cost involved at all in the production of 
that additional 175 hundredweight, where does a dairy farmer benefit 
from the increased consumption at the lower price? 

Mr. Wootiey. Well, now, you are taking a specific assumption. 
I think that it is only fair to take a look at the proposal as trying to 
operate a monopoly, on the one hand, and not trying to operate a 
monopoly on the other hand. 

The fundamental economic principle this country has followed since 
its organization has been a broader and broader free market. 

The principle that has been followed in Europe has been a smaller 
and smaller market with higher and higher price and cartels and 
monopoly operations. I think the history of Europe is replete with 
the mistakes and failures of that approach, and America is replete 
with evidence of the success of the competitive market approach. 

If we had started out when we first organized this country to 
operate on the principle of the bill many farmers would not be per- 
mitted to produce milk, wheat, or wool in Missouri; the right to 
produce would be in Vermont and other Eastern States. 

Wheat, wool, and dairy production were started in areas such as 
Vermont. The basic tenet of your assumption is erroneous and it is 
one of the basic principles that makes the Farm Bureau believe what 
it believes. 

The CuarrMan. As I understand this, the Congressman’s question, 
if a farmer knows in advance he is going to get the amount of money 
he has just stated there, would not his tendency be to remain within 
that range rather than produce more and get much less by way of 
penalties and so forth? 

Mr. Woo..ey. A farmer should be allowed to make decisions on 
the basis of what is most advantageous to hin without Government 
interference. 

Mr. Brown. Mr. Chairman, if I might ask another question or two. 

The CHarrMANn. Yes. 

Mr. Brown. The heart of my question is this: You say the answer 
is in increased consumption? 
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Mr. Woo.t.ey. Yes. 

Mr. Brown. At the lower price, and yet it means less income, 
forgetting any extra costs involved in the extra production. 

Where is he going to gain by that? 

Mr. Woo tey. In the first place, you make an assumption that 
farmers cannot reduce their costs. ‘This is not a velid assumption. 
Farmers can reduce their costs. They can reduce their costs with 
increased volume, and the secret of success is increased markets. 

Now if the Government will allow the farmer to operate the farms 
and not push additional resources into agriculture prior to the time 
that the market wants what would be produced from such resources, 
then you, as a consumer and I, as a consumer, and everybody else is 
going to have to pay the price that will make it profitable for the 
farmer to produce what is wanted. 

But if the Government, by action of this kind, or any other, prema- 
turely pushes resources into production then the effect is to cause the 
production of surpluses, the surpluses will then beat down the price 
to the farmer and the farmer will be worse off than if the Government 
had not acted. 

Mr. Brown. Mr. Chairman, I think it would be interesting to add 
into the record at this point, the president of Republic Steel in a state- 
ment quoted by Time magazine this last week said that the steel 
companies have arranged their affairs to where they can make money 
at any volume of produc tion. 

The record of Republic Steel will show that their volume has 
declined 50 percent this year in the first quarter. 

In the first quarter of this year they showed an $8 million profit 
compared to a $21 million profit in 1957. That is with a 50 percent 
reduction in volume. 

Now if part of our economy is proceeding on the assumption that 
they are going to make money at a lower volume of production, how 
can farmers exist in that economy having to buy steel and automobiles 
and trucks and so forth, for their operation trying to give the consumer 
the biggest bargain that anybody is giving them today? 

Mr. Wooutey. W ell, in the first place, we do not subscribe to monop- 
oly operations on the part of the steel corporations or anybody else. 

Mr. Brown. But can you do anything about that? 

\Iir. Wootiey. Sure we can, and we hope there are Representatives 
in the Congress who will be very militant about seeing that monopoly 
operations, either in industry or in labor or in agriculture are not 
engaged in, because we think they are against the interests of all of us. 

The consumers in this country have answered the question with 
respect to steel prices and automobile prices by initiating a buyers’ 
strike. 

The very fact that the manufacturers of automobiles kept putting 
the price up, and the labor unions kept putting up their wages, and 
the steel manufacturers kept putting up their prices, put prices of 
automobiles to a point where the American public has said ‘We will 
not pay those pric es.’ 

Mr. Brown. They are still making money, aren’t they? 

Mr. Wooutey. I think if you will ‘look at their balance sheets after 
1958 you will find out they are not doing so well. 

The Cuatrman. Let’s stick to the bill. 

Mr. Brown. Thank you, Mr. Chairman, very much. 








368 LONG-RANGE FARM PROGRAM 


Mr. Woottey. I was merely going to say that these gentlemen have 
very brief statements they ould like to make and I think we ought 
to put those in the record for the benefit of the committee. 

Mr. Wallace, do you want to put yours in the record? 

He has just a two-page statement. 

The CuHarrman. All right, without objection, your statement will 
be put in the record. 

Mr. Watuace. I will give the clerk a copy of this statement and 
just briefly summarize it. 

The CuHarrMan. If it is only two pages instead of summarizing it, 
read it. We might save time. 

Mr. Watuace. Yes, sir. 


STATEMENT OF KEITH WALLACE, PRESIDENT, VERMONT FARM 
BUREAU, WATERBURY, VT. 


Mr. Wauuaceg. Information on the so-called self-help dairy bills 
has been submitted to Vermont Farm Bureau’s 80 neighborhood clubs 
and 14 county dairy commodity advisory committees. This informa- 
tion consisted of copies of the bills themselves and analyses of the plan 
by commissioner of agriculture, Elmer E. Towne and extension econo- 
mist, Dr. Thurston Adams. 

Each discussion group spent one or more evenings on the general 
subject of Federal Government dairy programs including the 
production control and dairy tax plan. The county committees de- 
voted either one daytime or evening meeting to this subject. County 
committee chairmen plus cooperative and dairy industry leaders were 
called together at a State meeting when the county committee reports 
were submitted. After a thorough discussion by those present, a 
motion was adopted opposing the dairy production control and tax 
plan incorporated in H. R. 10043 and 8. 3125. There was one dissent- 
ing vote. 

This action as well as the conclusions of the many neighborhood dis- 
cussion groups was considered by the Vermont State Farm Bureau 
board of trustees. Among the clubs which reported on the discussion, 
2 took no action pending further discussion, 1 reported they were not 
against the bill but only against the principle involved. The remain- 
der expressed outright opposition to the plan. Many stated they did 
not believe it would control production and practically all felt dairy 
farmers in their communities would be unwilling to contribute 25 
cents per hundredweight to any such agency. A number of reports 
indicated that the members of many groups were unanimous in feel- 
ing that a stepped-up promotion program would accomplish much 
more for dairymen at much less cost. 

Specific reasons for opposition to S. 3125 by the Vermont State Farm 
Bureau Board of Trustees: 

It is not a self-help program. 

It would create a dictatorship in the dairy industry by creating a 
15-man Board who would have absolute control. 

Congress would delegate authority to set tax rates, to collect and 
spend tax money with no further control of such agency. 

It would likely decrease consumption of dairy products by raising 
prices. 
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It would tend to stimulate increased production by a false promise 
of increased price. 

The sum total of the above would be to increase surpluses and 
eventually reduce net income of dairymen. 

It woul create inequities among producers and limit opportunity 
in dairying, especially with the young farmers. 

Administration of such a program would be exceedingly difficult 
and would require a large army of Government workers. 

Conflicts with other programs and commodities would be inevitable. 
Foreign nations would object to the surplus dumping feature. 

Farmers would object to paying the 25-cent assessment. 

Efficient large-scale producers would object to production controls. 

It would tend to discourage and vedbabhy eventually elimiate the 
highly successful present program of merchandising and advertising 
now carried on by American Dairy Association. 

Dairy farmers have been increasing their efficiency very rapidly in 
the past few years. They are now producing better milk cheaper. 
With a little more emphasis on promotion work the demand can be 
increased because the American diet needs more dairy products. 
This will help to bring supply in line with demand without the neces- 
sity of new Government programs in the dairy industry. 

We appreciate what the Government, through congressional action, 
has done through the school milk program, stepped up use of dairy 
products in the Armed Forces, the sale of farm products abroad under 
Public Law 480, and research activities in finding new uses for agri- 
cultural products. There is still further need for research in this 
field and increasing marketing efficiency. Farmers are also working 
at the problem of increasing their bargaming power through a stronger 
and more effective voluntary farm organization. 

We believe continued efforts on these factors, namely: (1) Increas- 
ing consumption, (2) balancing supply and demand, (3) increasing 
efficiency in marketing, (4) increasing efficiency in production, and 
(5) increasing farmers’ bargaining power can do far more for agricul- 
ture at much less risk to our American way of life than can the enact- 
ment of legislation like S. 3125. 

The Vermont Farm Bureau Board of Trustees comprised of its 
officers and 2 representatives from each of the 14 county Farm 
Bureau associations was unanimous in affirming this position. 

The CuatrMan. Thank you sir. 

Mr. Wattace. Thisis my statement. I have a couple of comments 
on the questions that have been raised. Would you like those at 
this time? 

The CuarrMan. Well, proceed. 

Mr. Wa.tace. First of all, in regard to increased production as a 
result of lower prices, now in Vermont we are very close to the Ca- 
nadian border, of course, and during times of high prices, relatively 
high prices for milk, we do have a much greater influx of Canadian 
cows than we do in times when prices are relatively low. 

In addition, there is a much greater tendency for farmers to increase 
their total operations, that is they add to their stables, they add to 
their milk rooms and that sort of thing. 

It is true that some farmers will increase production in times of low 
prices, but the total increase is much less during times of low prices 
than it is during times of high prices. 
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Now, in this situation where we are now changing over to bulk 
tanks, we find there is a lower changeover to bulk tanks during the 
time of relatively low prices, and, of course, once bulk tanks are in- 
stalled, that in itself is a tremendous incentive for increased production. 

We also have in the Boston marketing order where 70 percent of 
the Vermont milk goes, a supply demand adjustment factor which is 
very susceptible to supply and demand. 

In other words, we already have a feature which tends to keep the 
prices down in times of greater production. 

Now, a further comment on the Congressman’s question, in regard 
to increased consumption at a lower price, under all the New England 
marketing orders, of course, increased consumption results in higher 
prices because it changes from class 2 milk to class 1 milk at a higher 
price, and each—— 

The Cuarrman. That is because of your marketing agreements. 

Mr. Watuace. That is right, and each class, that is first of all fluid 
milk is the highest price, of course, and if we can increase fluid-milk 
consumption, why we benefit the ‘farmers thereby; and the next is 
fluid cream and ice cream, and so forth, which all’ bring more than 
butter, and all of these react fav orably to promotion efforts in stepping 
up the increased use of fluid milk and dairy products. 

One further comment: In the thirties, we dia try to control produc- 
tion through the use of a so-called rating plan, and the history of the 
rating plan will show that nothing was ever instituted in the New 
England market which increased production so sharply as did the 
rating plan. 

in other words, it just didn’t work 

Thank you very much, Mr. Chairman. 

The CHarrMan. All right. 


STATEMENT OF JAMES M. LEWIS, OHIO FARM BUREAU FEDERA- 
TION, HAMILTON, OHIO 





Mr. Lewis. I have a statement here which I shall skim through 
hurriedly. 

Dairying is the most important agricultural industry in Ohio, and 
it accounted for 25 percent of our income. I think I shall read part 
of it here: 

My name is James M. Lewis. I am a dairy farmer in southwestern 
Ohio. My farming operation includes a milk herd of 45 cows and a 
farming program of approximately 500 acres. I am a member of the 
board of trustees of the Ohio Farm Bureau Federation, and chairman 
of the dairy committee of the Board. 

In addition, I am a member of the Cooperative Pure Milk Associa- 
tion. The production from my herd is marketed through this asso- 
ciation in the Cincinnati market area. At present, I am president of 
the Ohio Holstein-Friesian Association and a delegate to the National 
Holstein-Friesian Association annual meeting. 

The opportunity is appreciated to appear before this committee 
and present the views of the Ohio Farm Bureau Federation, repre- 
senting 53,000 farm families in Ohio, on the dairy stabilization program 
contained in the bill now before this committee. 

Dairying is the most important agricultur al industry in Ohio, 
accounting for 25 percent of the cash receipts from the sale of agri- 
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cultural products. For this reason, Ohio farmers are vitally interested 
in dairy price-support. programs. 

In recognition of the increased intensity of commodity problems 
as farmers become more specialized, the Ohio Farm Bureau Federation 
has created State commodity committees—the reason I point this out 
is to show how we actually found the feeling of our dairy farmers 
in Ohio. 

The Dairy Advisory Committee, of which I am chairman, consists 
of 15 leading dairy farmers from all parts of Ohio. All the men 
on the committee were recommended by local people as responsible 
and respected citizens and as farmers who will receive the major 
share of their income from dairying. 

These men are in close contact with dairy farmers in their com- 
munities and are able to represent the thinking of dairy farmers in 
our State. 

In March of this year, this dairy committee examined in detail the 
proposed “dairy stabilization plan,” now being considered by this 
committee. After considerable discussion of the bill and its implica- 
tions, the committee was unanimous in its disapproval of this proposal. 
After further discussion, the board of trustees of the Ohio Farm 
Bureau Federation accepted the recommendation of the committee 
and voted to disapprove the proposal contained in S. 3125. 

The Ohio Farm Bureau Federation is in full accord with the idea 
of self-help in agriculture. We believe that the most satisfactory 
solutions to agricultural problems can be gained by individual and 
cooperative efforts to solve our many problems. We feel that this 
proposed legislation is an honest attempt to shift part of the respon- 
sibility and expense of marketing the national dairy surplus from the 
Government—and the public—to dairy farmers, 

However, it is misleading to call this a truly self-help plan. The 
Board created in this plan would borrow its operating capital from 
the Commodity Credit Corporation and would be authorized a stand- 
ing loan of up to $350 million at any time. No provision is made for 
financial responsibility if the plan fails. The collecting agency for the 
marketing assessment would be the dairy processor. However, no 
reimbursement is mentioned for this service. 

The responsibility for actual handling of the funds and for enforcing 
the collection of marketing assessments would rest with the Depart- 
ment of Internal Revenue, a public agency. This imposes a responsi- 
bility upon this Department which it was not set up to handle. To 
be truly self-help, these and other similar administrative problems 
should be handled by dairy farmers themselves. 

This plan would allow the board to place in the hands of the Com- 
modity Credit Corporation an amount of dairy products equal to any 
imports of dairy products. The CCC would not be allowed to dispose 
of these products except with the approval of the Dairy Stabilization 
Board. 

The plan calls for passing to the Commodity Credit Corporation an 
amount of dairy products equal to that which was created by other 
Federal Government programs diverting acres and production factors 
to dairying. It makes ®& provision for ‘the Dairy Stabilization Board 
to reimburse the Federal Government for acres diverted from dairying 
to other surplus producing crops. 


26788—58—pt. 2——11 
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There are other features of this plan to which the Ohio Farm Bureau 
Federation raises serious questions. The Board would be given broad 
powers to engage in export dumping plans with no approval required 
from the Department of State. If prices are raised under the plan, 
stimulating extra production, the amounts of these exports could con- 
ceivably cause a considerable amount of friction in our handling of 
foreign affairs. In reality, this is asking for the power of Government 
without accepting the responsibility of Government. 

The adoption of this type of plan would, in essence, establish a 
precedent which might be followed by other commodity groups, each 
of which may wish to set up a quasi-governmental board with very little 
responsibility to either the Sec retary of Agriculture, Congress, or the 
President of the United States. Such a plan, when applied to several 
commodities, could only result in confusion, duplication, and chaos in 
agriculture. 

The Board established in this proposal would essentially take over 
the function of the Commodity Credit Corporation in regard to dairy 
surplus products. It appears that very little could be done by this 
Board that cannot be done just as well by the CCC. Since the plan 
calls for the CCC to continue functioning in certain phases of dairy 
surplus disposal, the competition of agencies will likely lead to bicker- 
ing and confusion. 

A serious question should be raised concerning the provision allowing 
cooperatives to vote their entire membership. In matters concerning 
strictly marketing questions, this is a desirable feature. However, 
this proposal contains much more than simply the matter of marketing 
farm products. This would indicate that perhaps the only satisfac- 
tory way to vote would be to require each individual affected to cast 
his ballot on the proposal. 

It is questionable whether farmers would be willing to tax themselves 
25 cents per hundredweight during the first year of this plan with the 
stated implication that marketing quotas and controls would be in 
effect during succeeding years. As production is increased in response 
to the high price supports, the tax would necessarily have to be higher 
or the marketing controls more rigid. Strict controls run counter 
to the present trend toward larger, more efficient production units in 
the dairy industry. 

The bill contains no ceiling on price support levels. It would seem 
desirable that some ceiling be established. Otherwise, there is the 
possibility of establishing higher and higher price supports in an 
effort to have the high price and yet continue a high level of production. 

It is questionable whether the broad powers granted in this bill, 
such as promotion of dairy products, authority to operate plants, 
and so forth, is a proper function for a quasi-governmental type of 
agency. 

In summary, we believe this proposed bill would result in increased 
milk production which would then be followed by stringent marketing 
quotas in a futile attempt to obtain a high price. Further, this type 
of plan could easily establish a precedent which, if followe d by other 
commodity groups, could result in many quasi-governmental agencies, 
each trying independently to solve their own problems with little or 
no responsibility to the Secretary of Agriculture, the Congress, or 
the President of the United States. 
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From these remarks I hope you will understand that, although we 
in the Ohio Farm Bureau Federation are in accord with the idea of 
self-help, we are raising serious questions concerning many of the 
features in this bill and are therefore opposed to its being enacted into 
legislation. 

[ would like to make a comment or two. The Senator from Wis- 
consin commented that it was a 2-year problem to increase produc- 
tion. Well, first we find in Ohio, the same as Keith does, we have 
1 importer who can bring or has brought in past years over 15,000 
Canadian cows into our State a year. 

Second, a tremendous amount of dairy cattle are now going to 
markét every year. If a base quota is established farmers will hold 
on to cows that are not really a profitable producer, the cows that 
make, from 7,800 to 10,000 pounds of milk per year, just to estab- 
iish a quota, or a base. 

So we find there are a number of ways other than increased feeding 
you can increase production, not economically, but for a reasonable 
period to obtain an increased base. 

Now the gentleman from Missouri, I believe he has gone, raised a 
question in my mind and I think maybe that is the fundamental 
thing we ought to be talking about here today, gentlemen, and that 
is about monopolies. 

We have a monopoly in this dairy business, if you wish to term it 
that, not naming names, but we have some large concerns which if 
vou look at their profits, have been very high over a number of vears, 
as compared to smaller operations. 

Now, let’s look at our own Cincinnati market, we are getting ebout 
7 cents a quart for milk as a farmer down there, you see as we produce 
it and send it down to the processing plant, yet that same milk is 
costing my neighbor in town 24 for it. The difference does. not 
necessarily stem from a better job to me, but from a better job of 
marketing, maybe some of the elimination of monopolies that exist. 

May be I have touched off something you want to ask me a question 
or two about. 

The CHatrMan. Of course, the dairy producers, I presume in your 
area have marketing agreements? 

Mr. Lewis. Yes, sir; Federal milk orders. 

The CHAIRMAN. You are protected? 

Mr. Lewis. Yes. 

The CHarrMan. That cannot pertain to that extent in Wisconsin 
and Minnesota. 

Mr. Lewis. You don’t have a marketing order? 

Senator Proxmire. We do have a few farmers, a substantial 
number, in proportion to the number of farmers, but they are in the 
southeastern section. But the majority are producing for manu- 
facturing and, a getting the manufacturing price, they are 
getting $3 and not $5, $6, or $7. 

Mr. Lewis. In some Ot the dairy areas in Florida and Texas, they 
might be getting $7. In our area, we are getting $3 for a blend price. 
We have a lot of production of blend, not going in class 1. 

The CHatrMAN. Have any of gentlemen anything you want to 
add to what has been stated? 

Mr. Woottey. | think Mr. Roberts has something to add. 
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STATEMENT OF EUGENE ROBERTS, MICHIGAN FARM BUREAU, 
LAKE CITY, MICH. 


Mr. Roserts. I don’t have a printed statement, and since time is 
getting late, I will just say I subscribe to the statements of the Ameri- 
can Farm Bureau of Vermont and Ohio, but there are a few comments 
I would like to make: One, production can be raised overnight, so to 
speak, one way, by keeping these cows that are going to market, with 
the price low, that are not now profitable. 

With the higher prices, they will be and if there is an incentive to 
raise this history to get a larger quota, those cows are going to be 
kept in the barn. 

I have occasion to visit livestock sales very often in my business, 
and I see a lot of 2-year old heifers going through the sale ring. 

Now, of course, I realize that the high price of beef influences that 
some. But also, I think that the idea of lowering the price support 
on milk has influenced it a great deal, too. 

Those cows could be kept in the herd and milked. 

Senator Proxmire, I am glad you got back because of the next 
statement I want to make, because I as a member, I was not chair- 
man at the time, but was a member of the State dairy committee in 
Michigan, attended this Madison meeting at which there was a lot of 
incomplete information and misquotes came out. 

Senator Proxmire. May I ask this: Was this a Madison meeting 
of the Farm Bureau? 

Mr. Roserts. Yes. There was a— 

Senator Proxmire. Wisconsin farmers? 

Mr. Roserts. Wisconsin, Michigan, Ohio, Indiana, Illinois, Ken- 
tucky, Missouri, and lowa, were included in that meeting, and this 
self-help, so-called self-help, bill was discussed at great length there, 
and when it came time to vote, they didn’t vote on the bill as pre- 
sented, and I would like to mention here, there was no attempt made 
to establish who was eligible to vote. 

Reporters may have voted, staff people may have voted, as well as 
farmers. If there were some Senators and Congressmen there, they 
could have voted, too. The first vote on this self-help bill was whether 
or not we were in favor of the desirable features, of the self-help 
features. 

There was no attempt to define the self-help features. There was 
a majority in favor of that. 

Then, the next question was were we in favor of leaving this 25-cent 
tax the first year and whatever it got up to to finance costs after 
that. There was very little support, including the Wisconsin dele- 
gation, which did not support it either, not a hundred oes gt 

There are some probably in every State that supported it, but 
there were very few in any one State that did support it. 

So I don’t think it follows that at least the delegates present there 
from Wisconsin were not in favor of this bill, as it is written. 

I would like to— 

The Cuarrman. Did they discuss the matter, the question of 
quotas, fixing quotas? 

Mr. Roserts. Yes. 

The Cuarrman. Did they discuss charging a large assessment over 
and above—I mean as to the milk produced above the quota? 
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Mr. Roserrs. It was discussed, yes. But, as I say, it was getting 
late in the program and it was voted on that way, whether or not we 
were in favor of the desirable features. 

There was no attempt made to define the desirable features but 
the group was in favor of that. But when asked whether or not they 
were willing to have this tax system to finance the proposition, there 
was very few that were in favor of it. 

The Cuarrman. Is it your view that the bill was thoroughly 
explained to those present so that they knew what they were doing? 

Mr. Roserts. Yes, I think it was. I think everyone clearly 
understood it. 


The CHarrmMan. How about Vermont, would you say the same 
> 


thing? 

Mr. Watiace. Yes. 

Mr. Lewis. Yes. 

Mr. Rosrrts. | might say there was a very influential gentleman 
there with the express purpose of selling the bill, who talked at great 
length, so I think everyone understood what it attempted to do. 

Senator Proxmire. May I just say at this point, Mr. Chairman, 
it is my understanding that these hearings have been held all over the 
State of Wisconsin for quite a period under the self- help program, 
and while there has been a difference of opinion on the precise provi- 
sions, in any program, that the sentimvent for a self-help program has 
been just overwhelming. The Farm Bureau is a very conservative 
organization and a very fine organization, but they have been the 
most reluctant. All the other dairy organizations in the State have 
been very favorable to it. 

The CuarrmMan. Well, thank you very much, sir. 

Mr. Roserts. | have attended a lot of meetings around the counties 
in northern Michigan, where I happen to farm, ‘and the opposition to 
this bill has been overwhelming. 

I found very little support—where it has been discussed at great 
length and where people understood it and the Michigan Farm Bureau 
board has subscribed to the American Farm Bureau’s position and 
supported it 100 percent. 

I thank you. 

The CHarrMan. Thank you ever so much. We are glad to have 
had you and we hope you well. 

Mr. Woou.ey. Thank you very kindly, Mr. Chairman, for hearing 
us. 

The CuarrmMan. Next is Dr. Brown. 


STATEMENT OF DORRIS D. BROWN, MUTUAL FEDERATION OF 
INDEPENDENT COOPERATIVES, SYRACUSE, N. Y. 


Mr. Brown. Mr. Chairman, my name is Dorris D. Brown. I am 
employed as a milk marketing economist by Mutual Federation of 
Independent Cooperatives, of Syracuse, N. Y. 

My organization includes about 50 milk-marketing cooperatives and 
about 8,000 dairy-farmer members, in the States of Pennsylvania and 
New York. 

We are a member of the National Milk Producers Federation, and as 
a member of that federation, we think we are representative of quite 
a large group of cooperatives in that group that are opposed to the 
proposals on self-help. 
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The statement I would like to make here today is on behalf of my 


own group and the New England Milk Producers Association located 
at Boston, Mass. 


I do have a prepared statement, and would ask that it be filed, and 


in the interest of time, I would like to summarize some of the points 
that are involved. 


The CuarrMan. Very well. Your statement will be placed in the 
record at this point. 
Mr. Brown. Thank you. 


(The statement of Mr. Brown, in full, is as ‘follows: ) 


My name is Dorris D. Brown. I am employed as a milk marketing economist 
by Mutual Federation of Independent Cooperatives, Inc., 111 W. Jefferson Street, 
Syracuse, N. Y. 

My organization includes in its membership 50 milk marketing cooperatives 
with about 8,000 dairy farmer members in the States of Pennsylvania and New 
York. My cooper: itive is a member of the National Milk Producers Federation. 
Many of Mutual’s bos wey of directors and many of our members are also members 
of the local units of the National Grange and the Farm Bureau. We, along with 
others, have opposed this so-called self-help program in all recent meetings of the 
National Milk Producers Federation. 

Dairy farmers in my organization are for those principles of a self-help program 
for the dairy industry that will 

(a) permit a great degree of freedom for the operation of supply, demand, 
and competition in the production, processing and distribution of milk and 
milk products; : 

(6) encourage greater consumer acceptance of milk and milk products 
through regular commercial market channels; 

(c) increase the bargaining power of dairy farmers through their local 
cooperatives. 

We would urge continuation of the (a) school milk and armed services milk and 
milk products programs, (b) present Federal tax-financed dairy price-support 
programs, (c) Federal milk orders system and (d) the purchase and transfer by the 
Government of dairy products needed to improve our international relationships. 

We oppose the proposed self-help program because it will 

(1) Materially inerease retail prices for milk and milk products and 
materially reduce the volume of milk and milk products purchased by con- 
sumers. The volume thus accumulated must be added to the surplus now 
existing and the new production that would be stimulated by a high support 
level. 

(2) Cause net incomes for dairy farmers to be lower than with Government 
price supports of $3.06 when costs are fully recovered by the producer paid 
milk tax. 

(3) Discriminate against some producers and some consumers when 
marketing quotas and the milk tax are in use on all milk produced. 

(4) Give the Self-Help Board undesirable monopolistic authority to 
eliminate the effectiveness of all Federal and State milk marketing orders 
and to take over and operate all milk plants and the programs of ADA and 
the Dairy Council to the disadvantage of ‘‘local’’ producers, their cooperatives 
and consumers. 

5) Endanger good international relationships. 

Back of this statement is an intensive economic analysis of proposals for a 
dairy-farmer-finaneced milk price-support program as outlined in 8. 3125 and the 
other similar bills. This analysis has attempted to forecast milk supplies, con- 
sumer demand, the cost of the milk tax to be imposed on milk producers. Then 
the effect on both gross and net dairy farm incomes for typical dairy farmers and 
the effect on consumer costs is estimated. Data published by the United States 
Department of Agriculture has been used as background material for this study. 
The analysis assumes continuation of the school and armed services milk programs 
at present levels and financed from Government funds. It assumes continuation 
of Federa! and State milk marketing orders. 
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I. THE CONSUMER MARKET FOR MILK AND MILK PRODUCTS WILL BE MATERIALLY 
REDUCED 


Under the provisions of the proposed Dairy Stabilization Act a milk price- 
support level of $3.98 would be called for by this proposal using data available 
at this time. This is an increase of 92 cents per hundredweight of milk from the 
support level price of $3.06 effective April 1, 1958. Presumably this 92-cent 
increase in producer prices would apply to both fluid and manufacturing milk 
uses, 

Buyers of milk from farmers would be expected to pass this 92 cents per 
hundredweight increased cost of milk plus a 5-cent to 10-cent increased handler 
cost of recordkeeping, milk-tax collection and reporting imposed on them, on to 
consumers. Consumer prices would move upward the equivalent of 97 cents to 
$1.02 per hundredweight of milk. Let us round it off at $1 per hundredweight. 

The proposed increase in support level for April 1, 1959, of $3.06 to $3.98 would 
increase the cost of butterfat and milk solids in consumer prices for butter, 13 to 
16 cents per pound, or about 22 percent; nonfat milk solids, 2 to 4 cents per 
pound, or about 22 percent; cheese, 10 to 11 cents per pound, or about 18 percent; 
ice cream, 14 cents per gallon, or about 7 percent; fluid milk, 2 cents per quart, 
or about 8 percent. 

In 1957, consumers purchased 107 billion pounds of milk and milk products 
from handlers and dairy farmers. Thus the so-called self-help program would 
add over $1 billion to the cost of milk and milk products purchased by consumers. 
Consumers would either pay this added cost or consume less milk and @airy 
products. Consumers would not save any Federal tax because of this program. 

Consumers always have and presumably will continue to respond to changes in 
milk and butter prices. The degree of consumer response varies with the change 
in price, consumer incomes and the price of and availability of substitutes. A 
10 percent increase in the consumer price of butter and cheese usually brings 
about a 7 percent drop, but ranging from 5 to 16 percent, in the volume of butter 
and cheese consumers buy. A 10 percent increase in the consumer price of fluid 
milk usually brings about a 3 percent drop, but ranging from 0 to 5 percent, in 
the volume of bottle milk consumers buy in this form. 

If we assume a 7 percent drop in consumer purchases of butter and cheese for 
each 10 percent increase in 1958 consumer prices, then this self-help proposal 
would reduce the volume of such sales to consumers by 5.3 billion pounds. Sales 
of other manufactured miik products would drop by 1.3 billion pounds with a 
5 to 10 relationship. Likewise a 3 percent drop in fluid milk sales for each 10 
percent increase in consumer price would reduce bottled milk sales by 1.3 billion 
pounds. 

Or the basis of the above calculations, a 92-cent higher price-support level 
would be expected to cause a 7.9 billion pound loss in milk and milk product 
sales. However, an allowance should be made for requirements of our increasing 
population. In recent years commercial sales have increased at the average rate 
of 1.4 billion pounds per year. This amount subtracted from the 7.9 billion 
pounds would leave a net sales loss of 6.5 billion pounds of milk. 

Thus we conclude that the proposed self-help program would materially increase 
retail prices to consumers and materially reduce the volume of milk and milk 
products purchased by consumers. Human nutrition studies indicate the need 
for more rather then less consumption of milk and milk products. In addition 
the 6.5 billion pounds loss in sales must be added to the 5.9 billion pounds (6.5 
plus 5.9 equals 12.4 billion pounds) surplus (1957 C. C. C. purchases) and any 
increase in milk production resulting from higher producer milk prices to deter- 
mine both the volume of surplus and cost to producers via the milk tax imposed 
by this proposal. 

See tables 1 and 2 for the basic data and calculations given above. 


ll. SELF-HELP WILL REDUCE RATHER THAN INCREASE NET INCOME ON MOST DAIRY 
FARMS 


Dairy farmers would have the job of paying for the entire cost of purchase and 
disposal of that part of their marketings that consumers failed to buy. The 
Self-Help Board would collect from each dairy farmer a self-help milk tax on all 
milk marketed to pay the costs of surplus milk and for receiving, processing, stor- 
age, packaging, transportation, administration, etc., as decided by the Self-Help 
Board as necessary to achieve their purpose. 
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An estimate of these costs per hundredweight of milk follows: 


eee, We ee Oeite foc kk Lee ioe Ruh set cen beeen eee 
teceiving and processing into butter, powder, che ese, Fit ‘ . 95 
Storage, packaging, and transportation to foreign market ! . 1. 00 
Administration, auditing, ete- se aA Ns CATR re oe a . 15 

ae ee ee hall aa elles Salk arr ales ; 6. 08 
Less foreign sales bial Sabb iia oie . 50 

Net cost per hundredweight of milk to be price supported _ - . 56.58 


' Includes cost of making giveaway sales to foreign countries and the cost of transportation to such cus- 
tomers; also ineludes costs of buying nonfat dry milk not included in milk equivalents above. 


This net cost is likely to be slightly lower for small volumes because of the 
opportunity to recover more from sales in other countries. Large volumes of 
surplus milk can only be given away to other countries or destroyed. These 
estimates of cost per hundredweight of milk to purchase, process, store, package, 
transport, and administer the self-help program are in line with costs of the present 
program. 

In 1957, dairy farmers marketed 113 billion pounds of milk. The 1958 esti- 
mated marketing of milk is 114 billion pounds. 

A change in support prices from $3.06 to $3.98, or 92 cents, on April 1, 1959, 
represents an increase in price of 30 percent for milk used in manufacturing and 
about 20 percent for milk used as fluid. Dairy farmers should expect the gross 
price for their milk to improve 20 to 30 percent before the milk tax is applied. 

Given time to happen and other relationships not changing, a 10-percent increase 
in the price for milk to dairy farmers results in a 4-percent increase in volume of 
marketings. Thus the proposed self-help program should result in an 8- to 12- 
percent increase in marketings unless the milk tax and marketing quotas are 
effective in controlling milk production. 

Disrezarding the effect of the milk tax and marketing quota provisions for the 
moment, the milk supply response to price, other things being equal, would add 
about 11.5 billion pounds of milk to the surplus to be purchased and paid for by 
producers. This 11.5 billion pounds must be added to the 5.9 billion pounds 
surplus under present conditions and the 6.5 billion pound loss in commercial 
sales due to higher consumer prices, previously explained. Thus as much as 23.9 
billion pounds of surplus milk could build up for financing by means of the milk 
tax proposed to be collected on all producer milk. 

The estimated surplus of 23.9 billion pounds must be adjusted downward by the 
effect of the proposed milk tax and marketing quotas. For reasons given in the 
next section of this statement, I am assuming that marketing quotas as such for 
dairy farmers will not deter milk production to any great extent if at all. 

The major deterrent to milk production resulting from a 20 to 30 pereent price 
improvement will be the milk tax. ! 

The surplus to be milk taxed and paid for by dairy farmers will range between 
12.4 and 23.9 billion pounds. At a net cost of $5.58 per hundredweight the 
amount of money to be collected from dairy farmers by means of the milk tax 
would vary from $691.9 million to $1,333.6 million. The $691.9 million cost 
would prevail if total marketings remained at 113 billion pounds and the surplus 
was only 12.4 billion pounds. The cost would advance at the rate of $55.8 
million for each additional billion pounds increase in marketings or surplus. 

The $691.9 cost of purchasing and disposing of 12.4 billion pounds of milk 
surplus is 61.23 cents per hundredweight on all milk marketed. If the surplus 
should be as great as 23.9 billion pounds and caused by increased marketings then 
the cost would be $1.07 per hundredweight on all milk marketed. 

Likewise marketings could remain at 113 billion pounds and the surplus could 
be greater than the minimum of 12.4 billion pounds previously computed. Table 
3 attached shows the estimated rate of the milk tax for various levels of surplus. 
Column 4 shows the tax rate when the cost is associated with increased marketings 
of milk. Column 5 shows the milk tax rate when marketings remain at 113 and 
when the surplus is associated with handlers and consumers substituting other 
items for milk and milk products. 

A self-help surplus of 19 to 20 billion pounds or more at a cost of $5.58 per 
hundredweight would leave dairy farmers with less gross and net income from 


1 Supreme Court decisions regarding certain processing taxes of the Agricultural Adjustment Act of the 
1930’s era raise perplexing legal questions about the imposition of a tax as a production deterrent device on 
all milk offered for processing. Also, does our Constitution give the Congress the right to delegate its taxing 
authority to a nongovernmental entity? 


| 
| 
| 
| 
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the sale of milk than a Government tax financed price-support program at the 
present $3.06 level. 

The above analysis uses the typical consumer and dairy farmer responses to 
major changes in price. It ignores what one very important group affeeted by 
S. 3125 and similar proposals might do. I refer to that segment of business firms 
that process and distribute dairy products along with such’consumer food sub- 
stitutes as margarine, filled cheese foods and mellorine (a frozen dessert that 
uses vegetable fats in place of butterfat.) 

The 15 to 19 cent per pound increased cost to a processor for butterfat as called 
for in 8. 3125 would provide sufficient margins and incentives for these processors 
and distributors to transfer their processing plant and distribution resources to 
substitutes for such dairy products as butter, cheese, and ice cream. Substitutes 
for butterfat for use in processing similar foods can be purchased now for 12 to 20 
cents per pound fat. This major change in cost relationships would finance a 
tremendous sales program for margarine, filled cheese foods, and mellorine to 
replace butter, cheese, and ice cream in consumer diets. The broad authority 
given the Self-Help Board in 8. 3125 and the assumption that these Board mem- 
bers will also be members of dairy farmer cooperatives now in competition with 
proprietary business firms for milk supplies and sales will further strengthen the 
incentive for such proprietary business firms to process and market substitutes 
for butterfat in dairy foods. Such a move on the part of these marketers would 
further increase the surplus to be financed by the milk tax paid by. dairy farmers. 

Dairy cooperatives would continue to receive milk from dairy farmers but 
processors and handlers would sell the consumers substitutes for dairy products. 
The cooperatives would process and sell to themselves as dairy farmers. 

It is my estimate that 20 to 35 percent of the commercial butter market, 30 
to 40 percent of the cheese market, and 30 to 50 percent of the ice-cream market 
would eventually be lost to the dairy industry and in a very short time by such 
a producer financed self-help program as proposed. This shift in cost, profit, and 
competitive relationships could easily add 15 billion pounds of milk to the previous 
totals to be supported by dairy producers from their own milk tax. Such a move 
likely would be of material aid and benefit to producers of vegetable fats but 
not to producers of butterfat. 

A very conservative approach is to add the above estimated 15 billion pounds 
of lost milk product sales to the present surplus of 5.9 billion pounds. This 
gives a total of 20.9 billion pounds of milk to be financed by milk tax paid by 
dairy farmers. 

Therefore from the two methods of analysis explained here I conclude that 
something over 20 billion pounds of surplus milk must be financed by the nrilk 
tax. The cost per hundredweight of the milk tax on all milk marketed will exceed 
the 92-cent gain in the existing level of price supports. Under these conditions 
net incomes for dairy farmers will be lower under the proposed self-help programs 
than with the present $3.06 Government-financed price-support program. 

The 25-cent milk tax cost to dairy farmers written into 8. 3125 for the first 
year is woefully inadequate to finance the program even when the $350 million 
CCC loan is considered as a gift. 

While we are discussing costs, let me point out another financing problem 
this Self-Help Board would have that would threaten them with bankruptcy 
the first 2 or 3 months of operation. Let us assume that this proposal soon 
becomes law and in September 1958 dairy farmers approve of the program. 
Then starting April 1, 1959, the newly appointed Self-Help Board takes over 
the program with the $350 million CCC loan as its only liquid assets and with the 
responsibility of purchasing surplus butter, cheese, and nonfat solids during 
the flush production season to support milk prices at $3.98 plus handling costs. 
Its income is from the sale of. produets to buyers in other countries and from the 
1959 milk tax which is limited to 25 cents per hundredweight. Sales income 
will be sparse and will take at least 2 months to get started and into the self-help 
treasury. 

Handlers don’t get around to paying many of their producers for April milk 
until about May 20. They probably won’t get around to paying the 25-cent 
milk tax for April milk until June. The April 1959 milk tax would likely bring 
the Self-Help Board about $27,500,000, some time in June. 

However, milk marketers starting in September 1958 will save every pound of 
butterfat and every pound of cheese and every pound of nonfat milk solids that 
won't bring them the equivalent of $3.98 less handling and dump these milk 
products on the Self-Help Board April 1, 1959. These marketers can also use 
their stored products in their own business and let the Self-Help Board pick up 
about all the milk not used as fluid milk in April and May 1959. 


26788—58—pt. 2—_—12 
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By the above process, milk marketers can dump on the Self-Help Board con- 
siderably more than the 6 or 7 billion pounds of milk needed to absorb the $350 
million loan. This would happen in April and May 1959 before any milk tax 
money or other income became available. If it worked out this way the Self- 
Help Board would be bankrupt by the end of May or June 1959. The increase 
in support levels from $3.06 to $3.98 per hundredweight provides this incentive 
to the marketer. 

Ill. THE MARKETING QUOTA ISSUE 


S. 3125 and similar bills provide for marketing quotas on dairy farms when 
the milk tax exceeds 25 cents per hundredweight. The Self-Help Board also has 
the authority to and presumably would impose a higher milk-tax rate on milk 
sales in excess of the quota on each dairy farm. Thus, the use of a marketing 
quota and milk-tax system provides a 2-price system for a dairy farmer’s milk. 

The economic theory on which this system appears to be based is that the 
system changes the total revenue curve of a given dairy farm business and thus 
deters production. The total revenue for a given volume of sales, some of which 
is excess or lower priced, may be either lowered or raised by a 2-price system. 
However it does not necessarily follow that volume of sales will also drop unless 
total revenue drops for a given volume of sales. The objective of self-help is 
given a dairy farmer more total revenue from less volume of milk than he now 
sells. If we assume that fixed costs for the present volume of milk sales and 
variable costs for the marketing quota milk has been covered by the total revenue 
from the higher priced volume of sales within a marketing quota, then milk pro- 
duced in excess of the marketing quota must meet only the cash variable costs 
of the excess production. This is the situation on most of the commercial dairy 
farms. On most dairy farms, with fixed costs already met for wide ranges of 
volume, these cash variable costs on production in excess of the marketing quota 
are considerably less than half the total cost of production per unit. 

On such dairy farms as described above, the proposed marketing quota and 
milk-tax system will not deter total volume of milk production unless the milk 
tax on such excess milk is set high enough to tax it out of production. A milk-tax 
rate ranging from $3.50 to $3.98 for excess milk supported at $3.98 should be en- 
visioned. Unless production is taxed out of existence by this technique on excess 
production, then the tax rate on the marketing quota milk for each farm would 
range from 60 to 80 cents per hundredweight. Otherwise the Self-Help Board 
does not have enough money to operate. 

The economic incentive for a given producer would be to produce the same or 
more milk under self-help with a $3.98 support level than under the present 
$3.06 support level. 

It is not possible to administer a marketing quota program to this type of self- 
help program effectively without auditing the records of every buyer of milk in 
the United States. Complete, thorough, and accurate audits of all records of all 
milk buyers are necessary to enforce the collection of the self-help milk tax from 
dairy farmers, determine sales for purposes of establishing marketing quotas, and 
to determine sales for each dairy farmer when marketing quotas are effective. 
This is costly, expensive, and difficult administration when compared with the 
present system. 

More than two-thirds of the dairy farmers of the United States have less than 15 
¢ows and market less than 200 pounds of milk per day. With the milk-tax cost 
exceeding 25 cents per hundredweight under this proposal in 1959, marketing 
quotas of 80 to 85 percent of the historical production are predicted after the 
first year. A drop of 15 to 20 percent in volume of sales at full market price on 
these small dairy farms, plus a heavy self-help milk tax, leaves many of these 
farmers with insufficient income to remain in the dairy business. Will the Self- 
Help Board use their authority and impose marketing quotas on these small farms 
or will such farmers be exempt from marketing quotas and the self-help milk tax? 
If small dairy farmers are not exempt they will soon be out of the dairy business. 

Some fluid-milk markets, including both Federal and State markets regulated by 
milk orders, have more than 70 to 80 percent class I utilization during certain 
months each year and in many cases for the entire year. Under such conditions 
consumers use all the milk available on certain days. Marketing quotas designed 
to deter or reduce production in such a market would leave consumers without an 
adequate supply of pure and wholesome milk or make it necessary to bring milk 
in from far away places at a higher cost. Will the Self-Help Board use their 
authority to exempt such producers and markets from marketing quotas and the 
self-help milk tax so that consumers would have an adequate supply of milk at 
more reasonable prices from nearby producers? 
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If small dairy farmers and dairy farmers supplying fluid markets in short 
supply are to be exempt from marketing quotas and the self-help milk tax, then 
the larger dairy farmers will have marketing quotas considerably less than their 
80 to 85 percent historical production. Also they will pay a higher share of the 
self-help milk tax. This, in turn, reduces both gross and net income on the larger 
farms not supplying fluid markets. Any other method leaves some consumers 
without an adequate supply of fluid milk and materially increases administrative 
expense. 

If your committee and the Congress seriously consider passing this proposal, 
then it appears desirable for 8S. 3125 to be amended so that all dairy farmers with 
15 cows or less and all dairy farmers selling milk under either Federal or State 
milk marketing orders be exempt from both the milk tax and the marketing quota 
authority of the Self-Help Board. Failure to include such an amendment would 
bring about serious shortages of milk and instability in many markets and create 
inefficiencies in marketing of milk. 

Also in a market with a perishable commodity and with many buyers and 
many sellers it would appear extremely difficult, if not impossible, to administer 
a marketing quota system on milk in such a way that production was controlled. 
This system, in slightly different form, has failed to control production and has 
had major difficulties in holding markets with hogs, corn, wheat, cotton, peanuts, 
and tobacco. Seasonality of milk production, perishability of milk, availability 
of substitutes and the way the industry is organized make milk-marketing quotas 
in this proposal extremely doubtful in value and difficult to administer. 


IV. RELATIONSHIPS WITH FEDERAL AND STATE REGULATED MARKETS, LOCAL 
LICENSES, HEALTH PERMITS, ETC, 


The Self-Help Board has unlimited authority to set the minimum price for milk 
and to own and operate or to hire operated local receiving, processing and dis- 
tributing plants. Also state and local licensing and health regulations can be 
ignored. This authority appears to be above that of the Secretary of Agriculture 
and of State and local authorities on all matters concerning the pricing and 
marketing of milk and milk produets. 

There is a particularly serious conflict in pricing standards and certain provi- 
sions as proposed in 8. 3125 and those existing in the Agricultural Marketing 
Agreement Act of 1937. Under the Marketing Act the Secretary of Agriculture, 
after following certain procedures of promulgation, public hearing, and referendum 
may establish Federal milk marketing orders containing certain provisions. The 
Secretary’s pricing standard is that minimum class use prices must assure con- 
sumers of an adequate supply of pure and wholesome milk. The Secretary is 
denied the authority to use marketing quotas with dairy farmers in Federal orders 
for any reason other than to achieve a more desirable seasonal pattern of produc- 
tion. The Secretary is denied the authority to regulate milk advertising and 
promotion in a Federal order. The Secretary is denied the authority to purchase 
milk directly from producers and to own, operate, and control facilities used in 
the marketing of milk under a Federal order. Every producer and every handler, 
otherwise qualified must be given the opportunity to participate in a Federal order 
milk market. 

However, the Self-Help Board has a different minimum pricing standard, one 
that conflicts in giving assurance to consumers of an adequate supply of pure and 
wholesome milk. 

The Self-Help Board has authority to use marketing quotas and the milk tax 
to deter production with the same dairy farmers that are under a Federal order 
milk market that needs the milk and where class pricing is used to bring in needed 
production. Likewise the support level price set by the Self-Help Board could 
be higher than needed by the Secretary to assure consumers of an adequate supply. 
The Self-Help Board may advertise and promote milk sales and charge dairy 
farmers for the cost. They may own and operate directly or by lease, milk plants 
of all kinds and descriptions. The Self-Help Board could make it extremely 
difficult for a new producer or handler to get started in any Federal order market. 

A similar question of conflict of authority, purpose, and method exists with each 
State milk-marketing law. 

“hus all State and Federal milk-marketing orders can be destroyed, dissolved, 
realined, or handled in any manner determined by the Self-Help Board with little 
regard for the Secretary of Agriculture and State authorities and local market 
conditions; and with consumers and the self-help tax of dairy farmers paying the 
cost. 
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Such unlimited power and authority destroys rather than builds on the excellent 
progress made to date by dairy farmers through their own local cooperatives in 
their local milk markets. Authority is transferred to a national Self-Help Milk 
Board that is exempt from all State and local and many Federal laws of contract 
and criminal code. This is monopoly power to 15 dairy farmers of an industry, 
not even subject to ready recall by their electors. Dairy farmer Self-Help Board 
members will be accused of usurping this power for their own interest or to the 
interest of their own cooperative to the detriment of all dairy farmers, the dairy 
industry and consumers. 


Vv. THIS SELF-HELP PROPOSAL ENDANGERS OUR INTERNATIONAL RELATIONSHIPS 


The only place the Self-Help Board can dispose of their surplus is overseas. 
Foreign markets cannot take even our present 4 billion to 6 billion pounds of 
surplus milk except by Government subsidy and giveaway. With about 20 
billion pounds to dispose of, and with unlimited authority to do it, world markets 
would be seriously disrupted. Congress would find itself transferring taxpayer 
dollars to other countries to finance the purchase of our milk that has already been 

rice supported both by consumers and by dairy farmers. In addition, the 

elf-Help Board must impose the milk tax on all imports, regardless of tariff or 
reciprocal trade agreements. This can be highly disruptive to our international 
trade and good will. In the long run, dairy farmers could be the losers. 


VI. THERE IS A BETTER WAY OF IMPROVING DAIRY FARM NET INCOMES 


The present Government-operated price-support program at 75 to 90 percent of 
parity, combined with Federal and State milk-marketing orders, school milk, 
section 32, and Public Law 480 programs and the self-help activities dairy farmers 
now apply through their local bargaining and operating cooperatives, and their 
American Dairy Association and Dairy Council activities has stood the test of time 
and experience. Increased dairy farm net incomes are being obtained in the 
market place now by using bargaining power available to dairy farmers through 
their own local cooperative. Government programs have been helpful. In- 
creased efficiency on dairy farms has been helpful. 

Maintaining dairy price-support levels, if any, in close relationship with supply 
and demand conditions and increasing the bargaining power of dairy farmers 
through their own local cooperatives offer the greatest opportunities to improve 
dairy farm incomes and strengthen the dairy farmer’s position. Mutual Federa- 
tion of Independent Cooperatives, Inc., is for this type of a self-help program. 

S. 3125 and other so-called self-help or dairy-stabilization proposals now before 
the Congress are not the answer to the low income or surplus milk production 
problems of dairy farmers. We urge you to defeat each such proposal. 


TABLE I.—United States production and utilization of milk, 1950-57 


Source and use 1950 | 1951 1952 1953 1954 1955 1956 1957 

































































ab esdie ait dsb ssi dedieassdeala’ iets 
1, Total United States milk pro- | 
Seine 52143540 a |117, 302 |115, 181 |115, 071 |120, 521 |122, 204 |123, 228 |125, 474 | 126,382 
Bienen Pilih sidcsektees dad aso costes 18, 954 | 18,433 | 17,300 |.....__- 15, 580 | 14,935 | 14,296 | 13, 191 
3. Total milk marketed.____.._.__.| 98,348 | 96,748 | 97,672 |104, 109 |106, 714 |108, 293 |111, 268 | 113, 190 
4. Less CCC butter-powder-_--_--- 2, 688 5 338 | 7,542 6,717 | 3,411 | 3,461 3, 670 
5. Less CCC cheese.......-.......- 978 8 10| 2439| 2.427| 1.336| 1,712| 2.215 
6. Total commercial sales____- 94, 682 | 96,735 | 97,324 | 94,128 | 97,570 |103, 546 |106,095 | 107, 205 
7. Fluid sales !_.................... | 42, 392 | 43, 862 | 45,064 | 45,898 | 47,526 | 49,866 | 51,523 | 52, 696 
ta ceak id bnrtenas steed | 25, 115 | 24,084 | 23, 464 | 20, 947 | 22, 581 | 24, 502 | 25,165 | 25, 241 
ee 10, 877 | 11,561 | 11,629 | 10,904 | 11,306 | 12.217 | 12,012 | 11.732 
10. Evaporated....................-. 6,177 | 6,221 | 6,087| 5,448| 5,397] 5.490| 5,397| 5,224 
MEIER isisan, ddluste dn Lin 765| 785| 765| 750| 737| 812) 969 958 
ee ONE. nc.-c5-c-0--s <0 | 952] 999| 774| 7 718 | 835 | 847 740 
SA nn | 6,894 | 7,001 | 7,541 | 7,797 | 7,746| 8,171 | 8,458| 8,526 
14. Other factory.....-._-.._.| 724] '939| '936| ‘967 | 1,052| 1,131 | 1,218] 1,260 
15. Total factory sales._..._-- | 51,504 | 51,590 | 51,196 | 47,616 | 49,537 | 53,248 | 54,066 | 53, 681 
— = = —— — —_e | — — ——— | ——<<——— 
16. Miscellaneous. ___....._______- | 786} 1,283 | 1,064] 614| 507| 432| 506 928 
} | 








1 Includes schoo] milk and armed service milk subsidies. 


Source: Table 15, milk farm production, disposition, and income, USDA, April 1958; table 10, the dairy 
situation, USDA, April 1958. 
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TABLE 2.—Consumer response to price data (arithmetic) 


1. Butter: April 1958 price of 73 cents per pound and 15.9 cents per pound increase, 
This is 21.7 percent times 0.7 equals 15.19 percent. 15.19 percent times 
25,241 million pounds of commercial sales in 1957 equals 3,834,108,000 
pounds loss in sales. 

2. Cheese: April 1958 price of 56 cents per pound and 10.2 cents per pound in- 
crease. This is 18.2 percent times 0.7 equals 12.74 percent. 12.74 percent 
times 11,732 million pounds of commercial sales in 1957 equals 1,494,656,000 
pounds loss in sales. 

3. Fluid milk: April 1958 price of 25 cents per quart and 2 cents per quart in srease. 
This is 8 percent times 0.3 equals 2.4 percent. 2.4 percent times 52,696 mil- 
lion a of commercial sales in 1957 equals 1,264,704,000 pounds loss 
in sales. 

4. Other manufactured items: A 15-percent price increase over April 1958. This 
is 15 times 0.5 equals 7.5 percent. 7.5 percent times 17,636 million pounds 


of commercial sales in 1957 equals 1,322,700,000 pounds loss in sales. 
5. Summary: 


Pounds 
Lies in. butter pulewiis..Jiuius oxic ol Lidia 3, 834, 108, 000 
Boe in: qhivesé elles. 53 sian ic ett s~ ck wadhienend 1, 494, 656, 000 
LCS Sek Due ne a ss Ee i ends 1, 264, 704, 000 
Loss in other manufacturing sales_--_----- na oe <ul». ne, See 
‘Potel lous thenleet it 20 6. POLE A bo a, 7, 916, 168, 000 
Less increase in population_--_....-.-...-..---------- 1, 400, 000, 000 
INOU GGIES RR a. Ss. deans oa teen aoe 6, 516, 168, 000 


TaBLE 3.—Estimated milk tax with varying levels of production and surplus ! 


| 
| Milk tax cost 








Milk tax cost | per hundred- 
Billion Total cost | per hundred- weight 
Total marketings (billion pounds) pounds surplus weight milk assuming 
surplus disposal shown in /{113,000,000,000 
(millions) col. 1 pounds milk 
(cents) marketing 
(cents) 
(1) (2) (3) (4) (5) 
WO ae ie woe eeba erdk nese ak bee oe ee : 12.4 | $691.9 61. 23 61. 23 
NBs 6 osc isk snes e425 he cilsck aadet eee 13.4 | 747.7 65. 59 66. 17 
ele neces tiie sing ds hdiadomaiain adeumhacel 14.4 803. 5 69. 87 71.11 
Fie bib dbccushatk ptt neh hee « asdnd ecko 15.4 859. 3 74. 08 76. 04 
iloneneacan pssndasatenashinehceeeiateedas ae 16.4 915.1 78. 21 80. 98 
TER. can chiieectiipeddaepcigsabeeeeisbessdenauen 17.4 970.9 82. 28 85. 92 
RRs shi IRS ty erin de bb idk toed a 18.4 1, 026. 7 86. 28 90. 86 
SO ES ssh dia igsen eter dheenegl buen 19.4 1, 082. 5 90. 21 95. 80 
121. cancels thes he a NA AAS TO enh 20.4 1, 138.3 94. 07 100. 73 
ee a ee 21.4 1, 194.1 97. 88 105. 69 
Wak ciate stpchinhs pind entn ous nega eae ee 22.4 1, 249.9 101. 62 110. 61 
TR i bbb hbo dcae cc endia cr depen tehidadeaddceee 23.4 1, 305.7 105. 30 115. 55 
hia teh etenenanndsathstealecassrnk 24.4 1, 361.5 108. 92 120. 49 


1 The milk tax costs shown in cols. 4 and 5 do not include an allowance for risk due to weather, error of 


estimates of supply and demand, etc. A 10- to 15-cent per hundredweight higher milk tax is necessary to 
cover this factor. 


Mr. Brown. In studying this proposal or any type of policy with 
reference to dairy farmers and the dairy industry, I think we need 
to keep in mind certain objectives. 

If our objective is to balance supply and demand, and move away 
from Government price supports, the administrative costs and problems 
of a price-support program, one type of policy would be indicated. 

If our objective is to transfer income to low-income dairy farmers, 
then a different type of policy would be indicated. 
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In my analysis, the policy that would balance supply and demand 
is not necessarily the policy that would transfer income to low-income 
dairy farmers. 

If the objective is to balance supply and demand, I know of nothing 
more effective than letting the market place decide what the price 
should be, who should produce the milk, where it should be produced, 
how much should be produced, who should consume the milk and 
milk products, and how much they should consume. 

If the objective is to transfer income to low-income dairy farmers, 
then we must decide whether this transfer is from consumers as 
consumers, from consumers as taxpayers, or from other dairy 
farmers. 

This particular self-help proposal is an attempt to transfer income 
from consumers as consumers, and from dairy farmers to other 
dairy farmers. 

It is not an attempt to balance supply and demand, and in my 
opinion would widen the surplus problem rather than narrow it 
down from the present level of about 6 billion pounds per year. 

We specifically oppose this program because we think it will mate- 
rially increase the retail price for milk and milk products, something 
to the extent of over a billion dollars per year. 

Now, if consumers respond to these types of price increases, as they 
usually respond, we would come up—and allowing for changes in 
population, we come up with a minimum of 12 billion pounds of sur- 
plus to be financed by this self-help proposal. 

It is very probable that the usual consumer responses would be 
quite different with this proposal, because of the 92-cent cost problem 
associated with shifting from $3.06 to $3.98 as of April 1, 1959. 

That is a very violent change. And that change increases the costs 
of fat for processors somewhere between 15 and 19 cents per pound 
depending on how you allocate costs to powder. 

It is my thought that with that increase in cost of fat, processors and 
marketers of dairy foods and alternative foods such as margarine, 
filled cheese, or mellorine type of product and consumers would not 
have the full opportunity to decide whether they want to purchase 
milk or milk products. 

The statement does go through the arithmetic which has been used 
to estimate the volume of milk to be price-supported, the volume of 
surplus, and the cost of this particular type of thing. 

I conclude that not less than 12 billion and not more than 24 billion 
pounds of milk would be involved, and would set at about 20 billion 
pounds what the Self-Help Board would have to price-support. 

In my opinion that price support is going to cost them $5.58 per 
hundredweight on all of the milk that they handle, and instead of a 
25-cent tax—— 

Senator Proxmire. | did not get that figure. How much? 

Mr. Brown. $5.58. 

Senator Proxmrre. I see. 

Mr. Brown. That is the $3.98 plus the cost of processing, storage, 
and transfer, and so forth, and the arithmetic is in the statement. 

At that level, the tax cost is 61 cents on 12 billion pounds, rather 
than 25 cents, as indicated in the proposal. And in my opinion that 
would be the cost the first year before you ever got around to the 
mechanics of marketing quotas. 
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In addition, handlers will know this is going to be their cost of 
milk on September 8, 1958, as the result of the proposed referendum. 

Handlers will save and store and dump on the Self-Help Board 
every pound of fat and solids, not fat, that they can’t market for the 
$3.98 level starting September 9, 1958. 

Come April 1, 1959, they could have accumulated sufficient milk 
equivalents to break the Self-Help Board, spend all of its $350 million 
loan, and all of its tax income, which it will not receive until June. 
Because of the mechanics of it alone, the Board would not have suffi- 
cient money to operate for the months of April and May 1959, under 
the cost of $5.58 which I am reporting. 

The Cuarrman. What is your estimated cost of this program the 
first year? 

Mr. Brown. Somewhere around $691 million. 

The CHAIRMAN. $691 million? 

Mr. Brown. Yes, sir. 

The CuairMan. That is a little different from the Farm Bureau 
that it is a billion, and you are nearer to Mr. Reed’s figures than the 
Farm Bureau. 

Mr. Brown. I give the range of $691 million to $1,338 million, I 
believe. 

The CHarrMan. A billion three? 

Mr. Brown. A billion three, as the range of costs. In the first 
year, I would settle for somewhere around $691 million and it takes a 
tax rate of about 61 cents to finance that cost. 

Senator Proxmrre. This is entirely based on the assumption that 
an increased price will discourage consumption? 

Mr. Brown. Yes, sir. 

Senator Proxmire. And, therefore, you will have a greater surplus 
that has to be purchased by the Board? 

Mr. Brown. Yes. I get the present 5.9 billion pounds of surplus 
and I add to that 6% billion loss in sales, because of this price increase 
to the consumer. 

Senator Proxmire., How do you arrive at that inelasticity, or that 
elasticity, rather, I should say? 

Mr. Brown. Well, on butter and cheese I use 0.7 as the elasticity. 

Senator Proxmire. What do you use on milk? 

Mr. Brown. On other manufactured products, 0.5 and on fluid 
milk, 0.3. 

Now the research literature on butter and cheese will show elasticities 
ranging from 0.5 to 1.6. 

Senator Proxmire. How can they mean much if the prices the 
farmer receives drop and the retail, per capita retail, sales have gone 
down, too, since 1952? This is a phenomenon, it is a fact of life. 

Mr. Brown. That is correct. We have had a lot of things that 
have affected this type of thing since 1952. The public opinion with 
reference to milk fats and heart diseases of various kinds, we have had 
increased efforts from handlers to sell substitute products, we have a 
little different price relationship between alternatives, I am thinking 
of alternatives for cheese, in particular, that are all a part of the 
problem. 

Senator Proxmirn. You see what puzzles me, and it troubles me 
very much, because I know you are a competent economist, who 
understands these things, but it seems to me that the only answer 
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for the dairy farmer, if he is going to get a better income, is either the 
taxpayer has to pay more or the consumer is going to have to pay 
more. 

Now the farmers make the argument that the retail price of milk, 
although it has gone up, since 1939, has gone up, but not nearly as 
much as other things have, 13, 14 cents to 23, 24 cents, and it seems 
to me you make a pretty good case of having the consumer pay a fair 
price that the farmer can receive an adequate income return on his 
invested capital and a return on his hours of labor. 

Mr. Brown. Well, I would agree with your point that the only way 
to transfer this income is through consumer pricing or tax transfer. 
But I would point out to you that in my opinion, the price of milk, 
as such, supported at any level you want to choose, that is within 
reason, will not solve the problem. 

For example, we have just, Cornell and New York State have just 
completed a study of dairy farm costs and returns in northern New 
York along the St. Lawrence River. 

Their sample of farms had a labor income for 1956 of $1,600 per 
farm. That was the average of the sample of something over 500 
farms. 

Senator Proxmire. $1,600 per vear? 

Mr. Brown. Per year labor income. Do I need to define what 
labor income is? 

Senator Proxmire. I understand. I just wondered did they com- 
pute that on an hourly basis? 

Mr. Brown. No, but there is this computation which I think is 
quite important to our problem here this morning. They divided 
this group of farms into the four groups: the highest quarter, the next 
highest, and the next highest, and the lowest quarters, on the basis 
of labor income. 

The lowest group had a labor income of minus $800. They only 
sold 40,000 pounds of milk per year. 

The highest group had a labor income of $3,000 and sold 200,000 
pounds of milk per year at $4 per hundredweight in both cases. 

Now you can give the lower income group of farms in this study a 
price of $6 and they would come out with a labor income of zero. 

You have raised the price 50 percent, and they still have zero labor 
income. 

That same adjustment in price would raise the labor income of the 
best group from $3,000 to $7,000. You could double the price to $8 
and the low income group would still only have an $800 labor income. 

Now that type of farm, I have done a great deal of farming man- 
agement work in the Midwest, in Missouri in particular, and in Con- 
gressman Brown’s district, here, and there are many, many farms in 
that region, and I am sure in Wisconsin that this same point would 
apply, you are not going to provide those folks any kind of a 
reasonable level of income. 

Senator Proxmrre. What a devastating case you make. The best 
farms in New York which, of course, has a much better market 
than in other sections of the country, including my own, $3,000 labor 
income for a year, which on the basis of 5,000 hours which is a pretty 
conservative amount of number of hours that dairy farmers and their 
families put in, would mean 60 cents per hour—the best farms. 
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Mr. Brown. I appreciate that, and I do think we have the problem, 
and this does illustrate the problem. But you must keep in mind 
that labor income, those folks have already paid all of their expenses, 
and there is an allowance of 4% percent in this case, interest on their 
investment and an allowance for depreciation, and that type of thing. 

Senator Proxmire. It is a very modest allowance, as | know you 
will agree with me as compared with what industry, either small or 
large business expects and receives. 

Mr. Brown. It is the same principle, they might use different rates, 
but it is the same principle of accounting. 

There is one other aspect—— 

Senator Proxmire. At that point, I don’t want to delay, I know 
the chairman is very busy, and I know the hour is late, but I have 
here in my hand the effect of demand on this price structure for 
dairy products, a technical bulletin, and they show retail price 
elasticity on page 63 for milk of 0.3. 

Mr. Brown. Yes. 

Senator Proxmire. But that is retail price elasticity. I repeat 
retail. So you are applying this, it seems to me, to the farm price 
and it seems to me that in view of the fact the farm price is about 
one-third of the finished price, that an increase, that the retail price 
elasticity corrected would be about 1.1. 

Mr. Brown. The bulletin you refer to is one of the major sources 
of study I have used in setting up these elasticities but let me correct 
the method used. 

I have assumed that this 92 cents change between $3.06 and $3.98 
represents 2 cents per quart at the retail level, and that is 8 percent 
increase. 

It is applied at the retail level rather than at the farm level. And 
using 0.3——- 

Senator Proxmire. I see. 

Mr. Brown. I get a little over a billion pounds loss in sales, after 
adjusting for population increase. 

Senator Proxmire. Well, I see you are mathematically correct, 
but I just have not seen enough evidence that the loss is necessarily 
there. 

Mr. Brown. I would agree with you that the indicated loss in fluid 
milk is questionable, much more than the loss of sales in the case of 
butter and cheese. 

But I am very firm that handlers, with this increase in fat, would 
likely do more than 0.7 elasticity on butter and cheese, and ice cream, 
because their margins would be much greater on substitutes for fat, 
and most of our processors of dairy products are in a position to shift 
to substitutes in their marketing activities. 

Senator Proxmrre. It is a beautiful indication of why the whole 
farm problem is tied up together, you have got to help all the farmers 
at once. 

Mr. Brown. I disagree very much with the gentlemen here yester- 
- day and I respect all of them in saying you have to approach all of 
these things commodity by commodity. 

Yes, we must study it commodity by commodity, but we have got 
to look at all of them. 
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If a doctor is going to operate on my arm, he takes a look at my 
heart to see if I can take it and it is all a part of our entire organization 
of our country. 

There is one other item I would like to make a comment on which 
is not in my narrative, but I think it is very important to this problem. 

The bill provides that the Secretary shall divide the country into 
15 districts of about equal size, presumably on the basis of volume. 

You divide 113 billion pounds of sales by 15 and you come up with 
something like 7.6 billion or 7.8 billion pounds as the average that 
you are going to use to set up this guide. 

Let’s assume you set it up on the basis of State lines and do not 
divide State lines. Wisconsin would have 2 representatives on the 
Board of 15. Minnesota would have 1, New York would have 1, 
Pennsylvania would have 1, lowa would have 1, and California would 
have 1. 

The other States would have 2 to 8 or 10 States combined together 
to make a district for this representation on the Board. 

Now if you take a look at the voting probabilities, as [ am sure you 
gentlemen do each year when you decide you want to come back—— 

The Cuarrman. Each 6 years? 

Mr. Brown. Each 6 years. [Laughter.] Within those districts 
and regardless of whether you block vote by cooperatives or let 
producers vote individually. It is possible for 5 of our largest co- 
operatives to name 8 members of this Board and thereby control the 
Board. 

Our own cooperative, we market about a billion pounds of milk a 
year, and that is more milk than is produced in the chairman’s own 
State. 

The dairyman’s league in our area indicated in the House hearing 
2 weeks ago that they marketed the 3 billion pounds of milk a year. 
That particular cooperative would have more voting power than all 
of the producers in each of 38 States, and that is not good 
government. 

We are opposed to this particular proposal. 

We do not think it will achieve its—— 

Senator Proxmire. Will you indicate the section of the bill that 
would give the co-op this power? 

Mr. Brown. I would have to look it up. It is the section of the 
bill that has to do with approval of block voting. 

Senator Proximire. You would recommend at any rate that it 
would be amended out? 

Mr. Brown. I am saying that you can amend it out and say each 
individual producer may vote and you get the same results. 

Senator Proxmire. At least you get individual farmers rather 
than—— 

Mr. Brown. You get the individual expression but I think you 
would still end up that these large co-ops would see that their producers 
voted and the other folks are likely to stay at home and not vote as we 
have in many of the other times of voting on marketing quotas, and 
you would end up with the probability of this kind of control. 

Now, that control, if you should name the States, you would find 
that New York and Pennsylvania, 2 votes and 1 cooperative, there is 
a possibility of Minnesota and Wisconsin 3 votes and 1 co-op. 

Illinois, one cooperative carrying the vote. 
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Missouri, one co-op to carry the vote in that district. 

The State of Washington, one cooperative would carry the vote in 
that district. 

Michigan, one cooperative 

Senator Proxmire. You are arguing that cooperatives don’t want 
that power? You are representing the Mutual Federation of In- 
dependent Cooperatives and you are saying that you don’t feel it 
would be right for them? 

Mr. Brown. My cooperatives, both cooperating and bargaining 
are much more willing to take our chances in the market place than 
give this kind of power to the large cooperatives and we like all of 
them and get along with them fine. 

It is not anything critical of them, we just say it gives them that 
opportunity. 

On that same point, in my mind, the only way that you can have a 
national program that protects the public interests is to have the 
authority vested in the Congress and through the Congress in the 
Secretary. 

We have a proposed solution to this problem and that is that our 
present method of supporting continue on and operate at present 
levels or at levels that are nearer what supply and demand would 
indicate, and that we move to a condition of no supports whatsoever 
and just let the market place take care of this problem of balancing 
supply and demand. 

Senator Proxmire. You recognize that this is not the practice in 
the rest of the economy? 

Mr. Brown. I won’t accept that. 

Senator Proxmire. You won’t recognize this is not the practice as 
far as labor is concerned? 

Mr. Brown. For much of labor I think we can say this is the 
practice but also of much more of labor that is not the practice. 

Senator Proxmire. A great deal of labor in interstate commerce 
has the minimum wage. 

Mr. Brown. Minimum wage? 

Senator Proxmire. There are 16 million people belonging to organ- 
ized labor unions, who have a bargaining power which is very consider- 
able and they fix their price. 

Mr. Brown. I grant you that. But they can also price themselves 
out of the market. Our automobile industry I think is an excellent 
example of it at the present time. 

Senator Proxmire. Whether they do or not, they have a price- 
fixing apparatus in automobiles and steel, automobiles especially, steel 
and many other industries in which they can attempt to maximize 
their profits and diminish, reduce their losses by a price-fixing appa- 
tatus, isn’t that correct? 

Mr. Brown. I grant you that. 

Senator Proxmire. We have tariffs and we have all kinds of other 
protection of business by Government action, too. 

Mr. Brown. I grant you that. But in the long run those particu- 
lar commodities, commodity groups, whether it is labor, oranges, 
lemons, cotton, tobacco, milk, what have you, must price their prod- 
uct somewhere within bounds of the market. 

Senator Proxmrre. Exactly, and you have situations that are so 
fully dramatized by this disaster in Florida this year. Disastrous 
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weather conditions intervened and forced a reduction in production, 
and the result is that the farmers down there have the best gross in- 
come they ever had in history so you can have a situation in which 
limiting your production and reducing your production you can mini- 
mize your gross income and, of course, enormously increase your net 
income. 

Mr. Brown. You have the same—pardon me. 

The CuarrMan. Don’t you think a situation like that, Senator, will 
develop as the number of farmers decrease? 

When I first came to Congress 22 years ago, as I recall, about 32 to 
35 percent of the people were on the farms, and the rest were in 
industry. 

Today it is down to 11 percent, and in 5 years it will be down to 
7% to 8 percent and when you reduce the number of producers of our 
very lifeblood, food and fiber, why the time will come when they are 
going to make the consumer pay through the nose. 

Senator Proxmrre. The answer to that in the long run we will all 
die. What has happened the last 5 years, the farmers of America, 
the producers of food and fiber has had its income dropped from 15 
billion to 12 billion and the interest recipients have increased from 
12 billion to 19 billion because they have the political power to achieve 
what they want with high interest rates and hard money. 

The CHarrMan. When you reduce the number it strikes me that is 
going to happen. I may be in error about that. 

That is why I have been, I won’t say leading the fight, but advo- 
cating that we retain as many of the small farmers as possible. 

Senator Proxmrre. I think you are dead right there because there 
is weakness, too, in diminishing your number. 

The CuarrMan. It may not be economical in the long run but I 
would Jike to have a few on whom you can depend rather than have 
corporate farming which is bound to come. 

Senator Proxmire. Exactly. And as the farmer is expected to rely 
so completely on the present market he just depends to some extent on 
fair laws and of course as he is reduced to a smaller and smaller 
minority his political influence wanes everywhere. 

Mr. Brown. All I am trying to say is that monopoly pricing is not 
the answer to the low-income-farm problem in the dairy industry. 

Monopoly pricing will work only with commodities that have no 
substitutes and where you can get control of production. 

The Cuarrman. Mr. Brown, don’t you think this is bound to come 
within the course of time when government gives protection to a few 
like labor, as he just pointed out, and others, that as the farmers reduce 
they will also seek protection? 

Mr. Brown. Yes; and I think that is what we are having now. 

The CuarrMan You are coming to that through these cooperatives 
for instance 

Mr. Brown. So we are trying to correct a wrong in one position 
with another wrong somewhere else. 

Now to me the solution on the low-income problem and let’s do 
retain and keep our small farms, but the solution there is to define 
the kind of farmer we are wanting to help, and provide some form 
of payment to that farmer, something comparable to unemployment 
insurance. 

Senator Proxmire. The Brannan plan? 





LONG-RANGE FARM PROGRAM 391 


Mr. Brown. No; I did not say that. 

Senator Proxmire. I just asked. 

Mr. Brown. Well, the answer is “No,” but something comparable 
to unemployment insurance which we give labor. 

I would even go to—I don’t like to brand it as the Brannan plan, 
but under certain conditions I would even approve in my own mind 
a method of direct payments to some kinds of producers. 

Senator Proxmrre. I don’t know why you, as an economist, shy 
so from any intelligent planned control of a minimum price, which is 
so prevalent in the economy. 

The doctor, the lawyer, the merchant, the manufacturer—every- 
body establishes a price on the basis of his costs. 

Of course he has to be reasonable about it as you have indicated, 
but they all do. 

How many people go to a store and bid for commodities there? 

The seller fixes his price, all except the farmer. The farmer comes 
to market and says ‘“‘What am I offered? What do I get?” When he 
goes to buy he buys at the price fixed for him. 

Mr. Brown. Well, as I recall, you also have had economic training 
and I don’t mean this critically, but I would not agree with you that 
cost was the only factor involved in commodity pricing. 

Senator Proxmire. Certainly not. But it is an important factor, 
in determining every price except farm prices. 

Mr. Brown. An important factor. 

Senator Proxmire. In the company I used to own and run we 
establish our price on the basis of cost analysis and if we don’t do it 
we don’t stay in business very long. 

Theoretically we have got to look at marginal costs rather than 
costs per unit. 

The CuarrMAN. As you just indicated, the farmer is certainly at 
the mercy of the buyers. 

Senator Proxmire. Exactly. 

The CuarrMan. I talked to a gentleman last night who is leasing 
one of my farms in Louisiana. I was just telling him that I just 
returned from a Giant Food store where prices are supposed to be fair 
and the margin of profit is not too great. 

Well, for fresh potatoes, just produced, they were retailing at 9% 
cents a pound, and he was having trouble selling them at 2 cents a 
pound on the farm, he could not get a buyer. 

There you are. 

Mr. Brown. Senator, I do want the record to show that the week 
before last my wife bought 92-score butter for 55 cents a pound and 
last week at 59 cents a pound. 

We have had a material reduction in the price of butter. 

The CHairmMan. You are fortunate. I have been buying butter 
from the Giant Food stores here and as I recall I have been paying 
the same price except when this change came about, the lowering of 
prices by the Department. 

But a few weeks thereafter they went up again to almost the same 
level that they were before. 

That may have been a particular kind of butter. I think it was 
Land O’Lakes butter, by the way. 

Is there anything else you desire to add? 
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Mr. Brown. No, sir. I do wish to say I appreciate your interest 
and the opportunity to present my views here. 


The CuarrMAn. The committee will stand in recess until 10 o’clock 
tomorrow morning. 


(Whereupon, at 1:05 p. m., the committee was recessed, to recon- 
vene at 10 a. m., Wednesday, June 4, 1958.) 
(Additional statement filed for the record is as follows:) 


STATEMENT FiLep By JoHn C. York, Executive Secretary, EasteRN MILK 
Propucers CoopERATIVE AssociaATION, INc., East Syracusg, N. Y. 


Eastern Milk Producers Cooperative Association, Inc., a qualified organiza- 
tion under the provisions of the Capper-Volstead Act, has a total membership 
of nearly 10,000 dairy farmers and headquarters in East Syracuse, N. Y. This 
association is the largest dairy farmer bargaining cooperative in the Northeast. 
Our membership is comprised of dairy farmers located in the States of New York, 
Pennsylvania, and Vermont. These Eastern Milk Producers Cooperative Asso- 
ciation members ship milk to the New York-New Jersey market, to the Boston 
market, and some secondary markets in the northeast. 

For reasons set forth in this statement, Eastern Milk Producers Cooperative 
Association does not support 8S. 3125. 

Eastern Milk Producers Cooperative Association contends: 

1. While it would appear that the proposed self-help program would yield 
some small increase in net income to milk producers when the proposed 90 per- 
cent of parity support level is compared to the 1958-59 level of 75 percent it is 
doubtful that this legislation could maintain price supports at 90 percent of 
parity. It is also improper to assume that the Government will continue to 
maintain support prices at the relatively low level of 75 percent of parity. Hast- 
ern Milk Producers Cooperative believes it would be more realistic to assume that 
the self-help program itself, over the long run, would be able to maintain supports 
in the neighborhood of 85 percent of parity and that the existing Government 
price support program could and should establish and maintain supports at ap- 
proximately the same level. Based on these realistic assumptions the self-help 
program would in actuality reduce the income of dairy farmers. 

2. Eastern Milk Producers Cooperative is convinced that the production con- 
trol provisions of the self-help bill would have to be invoked immediately if the 
program were to function at the desired support level and within the minimum 
budgetary limitations established by the proposed 25-cent-per-hundredweight 
assessment on producers. However, we do not believe that the production con- 
trol provision of 8. 3125 is adequate since it does not spell out any explicit system. 
Consequently Eastern Milk Producers Cooperative feels the bill is objectionable. 

3. The self-help bill would separate the dairy support program from price sup- 
port programs for other agricultural products by transferring the cost of the dairy 
program to the producers while presumably the Government would continue to 
support programs for other commodities. If the dairy farmer is to be treated 
fairly, it is imperative that support programs for the various agricultural com- 
modities be closely coordinated. S. 3125 is unsatisfactory beeause it would 
divorce dairy supports from other commodity programs 

4. §, 3125 requires the Commodity Credit Corporation to assume responsibility 
for the purchase of surplus milk that might result from shifting of production 
arising from control measures and price supports for other agricultural commodi- 
ties. The practical impossibility of assessment of such surpluses would appear 
to render this provision of the bill virtually impossible to administer. On the 
other hand, the very existence of such incidental surpluses could present an un- 
manageable problem to administrators of the self-help program itself. 

5. This proposed legislation provides for a 15-member stabilization board 
charged with the responsibility of establishing the level of price supports and 
maintaining this level through the purchase and disposal of surplus milk with 
certain specified exemptions. At the same time the Commodity Credit Corpo- 
ration would be charged with the responsibility to purchase certain specified sur- 
pluses and the Congress and certain administrative agencies would have the re- 
sponsibility of protecting the self-help program from imports of dairy products 
by adjustment of tariffs and/or import quotas. The extent and nature of govern- 
mental activities in this area would be determined by administrative decisions of 
the Stabilization Board. The prospect that the Federal Government might fail 
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to take action advocated by the Board would seem to present a real peril to the 
stabilization program. 

6. The self-help bill provides that the Secretary of Agriculture may veto the 
plan if support prices were set at a level unacceptable to the Secretary. It is 
inconceivable that the Secretary would apply a different standard in the choice of 
support levels under the self-help plan from those he would-establish under present 
Government support program. This is especially true when considering that the 
self-help bill is void of provisions which would tend to reduce production, aside 
from broad provisions for production, or stimulate consumption. 

7. The success of the self-help program would depend upon complimentary 
legislation and indicated action by governmental administrative agencies. 8.3125 
does not, and probably could not, provide assurance of such complimentary 
legislation and administrative action to be realized. 

8. S. 3125 would effectuate a quasi-public monopoly for the dairy industry. It 
is doubtful that the general public would accept such a plan. This bill also would 
establish a pattern of Jegislation that could be adapted to other industries. Should 
the self-help principles be applied to industrial products farmers must buy any 
advantages that might accrue to farmers from an otherwise successful program 
would be neutralized. 

9. A major part of any program for supporting prices of agricultural commodities 
should and must rest with the Federal Government. It would appear that there 
is no feasible means of delineating responsibility between public bodies and 
governmental agencies engaged in establishing and implimenting commodity 
price-support programs. Any program acceptable to such governmental agencies 
can be carried out as well if not better by governmental agencies. Eastern Milk 
Producers Cooperative contends that the energies of the dairy industry and these 
governmental agencies should be channeled in the direction of the development of 
adequate and proper price-support legislation administered by the United States 
Department of Agriculture entirely, 
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